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NOTE. 

The  information  herein  contained  is  furnished  upon 
your  request  and  is  not  a representation  or  prospectas  in 
respect  of  any  stock  or  security,  and  is  not  fu  mi  died  in 
connection  with  any  sales  or  purchases  of  stoc  s and 
securities  01  othc  i business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 


subjected  to  audit,  ano  is  subject  to  tiuai  uoj  uoiments  at 
Inc  enu  ol  lUe  year. 


Report  for  the  quarter  ended  March  31,  1938 


' ' rmrrr  rrn  


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 

May  6,  1938. 

To  the  Stockholders: 

A summarized  statement  of  the  income  of  your  Company  for  the  three  months  and  twelve  months  ended 
March  31,  1938  and  1937  is  presented  herewith: 

Three  Months  Ended  Twelve  Months  Ended 
March  31st  March  31st 


1938 

1937 

1938 

1937 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$5,570,865 

1,657,152 

$5,577,676 

1,695,434 

$22,616,603 

6,995,517 

$22,779,410 

6,730,525 

Total  Dividends 

7,228,017 

7,273,110 

29,612,120 

29,509,935 

Interest,  Services  to  Subsidiaries,  Compensation 
for  Operation  of  Philadelphia  Gas  Works  and 
Miscellaneous,  less  loss  on  account  of  North- 
ern Liberties  Gas  Company 

223,870 

368,514 

1,256,140 

1,412,892 

Total  Income 

7,451,887 

7,641,624 

30,868,260 

30,922,827 

Expenses,  etc 

Taxes 

474,997 

255,881 

464,105 

262,748 

1,870,293 

1,041,180 

1,751,720 

1,165,702 

Total  Expenses,  Taxes,  etc 

730,878 

726,853 

2,911,473 

2,917,422 

Net  Income 

Dividends  on  Preferred  Stock 

6,721,009 

956,520 

6,914,771 

956,520 

27,956,787 

3,826,080 

28,005,405 

3,826,080 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

5,764,489 

5,812,940 

5,958,251 

5,812,940 

24,130,707 

23,251,760 

24,179,325 

23,251,757 

Balance  

$48,451n 

$145,311 

$878,947 

$927,568 

See  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement.  D — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only  (as  distinguished 
from  the  combined  earnings  of  the  Company  and  its  subsidiaries  which  appear  on  the  last  page),  and  therefore, 
does  not  include  the  undistributed  earnings  of  subsidiaries  applicable  to  your  Company,  which,  for  the  three 
months  of  1938  amounted  to  approximately  2 f for  each  share  of  U.G.I.  common  stock,  compared  with  approxi- 
mately 4^  for  the  corresponding  three  months  of  1937. 

The  income  for  the  quarter  shows  that  dividends  from  subsidiary  companies  were  approximately  the  same 
as  those  for  the  corresponding  period  of  1937.  Dividends  on  stocks  of  other  companies  decreased  $38,282,  due 
principally  to  the  omission  of  dividends  on  common  stock  of  American  Water  Works  and  Electric  Company, 
Incorporated,  and  also,  to  the  receipt  during  the  first  quarter  of  1937  of  a final  dividend  of  $4  per  share  on  hold- 
ings of  the  $7  Preferred  Stock  of  the  former  Mohawk  Hudson  Power  Corporation,  which  stock  was  exchanged  for 
a like  number  of  shares  of  First  Preferred  Stock  5%  Series  of  the  new  Niagara  Hudson  Power  Corporation.  The 
income  for  the  first  quarter  of  1938  from  the  Company’s  holdings  in  both  First  and  Second  Preferred  Stocks  of  the 
Niagara  Hudson  Power  Corporation  were  somewhat  less  than  the  final  dividend  referred  to  above  of  the  Mohawk 
Hudson  Power  Corporation. 

Income,  other  than  dividends,  decreased  approximately  $145,000,  due  principally  to  the  proposed  change 
in  compensation  for  the  operation  of  the  Philadelphia  Gas  Works.  Pending  the  result  of  proceedings  before 
the  Supreme  Court  of  Pennsylvania  involving  the  operation  of  the  Philadelphia  Gas  Works,  as  referred  to  in 


the  Company’s  Annual  Report  for  1937,  The  Philadelphia  Gas  Works  Company  is  continuing  operations  under 
the  old  lease,  but  income  to  The  U.G.I.  Company  in  connection  with  such  operations  has  been  stated  on  the  basis 
of  the  provisions  in  the  form  of  the  new  lease,  approved  by  City  Council. 

By  reason  of  the  accounting  provisions  for  registered  holding  companies,  under  the  Public  Utility  Holding 
Company  Act,  referred  to  later,  dividends  can  only  be  recorded  as  income  when  actually  received  or  declared. 
In  consequence,  for  comparable  purposes,  figures  for  the  1937  quarter  have  been  restated  to  eliminate  an  amount 
of  $153,837  representing  the  accruals  of  one-fourth  of  the  dividends  received,  in  December  1937,  from  certain 
companies. 

The  combined  earnings  for  the  quarter  appearing  on  the  following  page,  show  a decrease  in  operating 
revenue  of  approximately  $370,000  or  1.3%.  Electric  revenue  decreased  $630,000  or  2.9%,  while  gas  revenue 
increased  $196,000  or  4.2%.  The  decrease  in  electric  revenue  can  be  attributed  principally  to  rate  reductions 
which  affected  the  period  by  an  approximate  amount  of  $850,000,  largely  in  the  Philadelphia  Electric  territory. 

Electric  sales  decreased  5%  for  the  quarter,  due  entirely  to  a drop  in  the  commercial  power  load  of.  15.6%, 
residential  and  commercial  sales  showing  increases  of  15%  and  9%  respectively.  Gas  sales  increased  4.6%,  not- 
withstanding a falling  off  of  sales  for  industrial  uses  of  13-7%. 

Operating  expenses  for  the  quarter  increased  $295,000  or  1.8%  due  principally  to  increased  cost  of  fuel 
in  the  production  of  electricity,  greater  output  of  gas,  and  increased  expenditures  for  maintenance. 

Non-operating  income  decreased  $210,000,  largely  the  result  of  decreased  sales  of  appliances. 

Income  deductions  continue  to  reflect  the  savings  resulting  from  refinancing  operations  of  certain  subsidiaries, 
to  take  advantage  of  lower  interest  rates. 

The  balance  of  combined  earnings  applicable  to  The  U.G.I.  Co.  for  the  three  months  ended  March  31, 
1938  was  $6,190,013  or  2 6.6fi  per  share  compared  with  $6,852,720  or  29-5^  per  share  for  the  corresponding  period 
of  1937. 

The  Nashville  Gas  and  Heating  Company,  which,  since  July  5,  1935,  has  been  in  process  of  reorganization 
under  Section  77B  of  the  Bankruptcy  Act,  was  discharged  by  the  Court,  as  of  March  31,  1938,  from  the  reor- 
ganization proceedings.  The  combined  earnings  submitted  herewith,  therefore,  include  comparative  figures 
for  the  Nashville  Company  for  each  of  the  periods  shown. 

Following  decision  of  the  Supreme  Court  of  the  United  States  in  the  Electric  Bond  and  Share  Company  case 
declaring  that  Sections  4(a)  and  5,  registration  provisions,  are  constitutional  and  separable  from  the  regulatory 
controls  of  the  statute,  your  Company,  on  March  29,  1938,  registered  under  the  Public  Utility  Holding  Company 
Act  of  1935-  The  filed  Notification  of  Registration  contains  an  express  reservation  of  constitutional  and  legal 
rights.  The  decision  states  that  registration  will  be  without  prejudice  to  future  challenge  of  the  validity  of 
any  provision  of  the  Act,  or  requirement  of  the  Securities  and  Exchange  Commission,  outside  of  Sections  4(a) 
and  5,  and  that  all  rights  and  remedies  with  respect  to  other  provisions  of  the  statute  remain  without  prejudice. 
The  preparation  of  information,  financial  data  and  other  necessary  documents  for  the  completion  of  registration 
is  now  in  progress. 

The  provisions  of  the  Public  Utility  Holding  Company  Act  as  applied  to  registered  holding  companies, 
rendered  certain  directors  of  your  Company  ineligible  by  reason  of  their  affiliations  with  financial  institutions, 
resulting  in  the  resignations  of  Messrs.  Effingham  B.  Morris,  Jr.,  Edward  Hopkinson,  Jr.,  Charles  D.  Dickey 
and  Thomas  N.  McCarter.  Morris  W.  Stroud  also  resigned  on  account  of  ill  health.  At  the  regular  meeting 
of  the  Board  of  Directors  on  April  26,  1938,  Messrs.  Conrad  N.  Lauer,  William  L.  Batt  and  Harold  S.  Schutt 
were  elected  to  membership,  and  the  Board  was  reduced  from  fourteen  to  twelve. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter  ending  June  30,  1938 
and  25^  per  share  on  the  common  stock  of  your  Company  were  declared  April  26,  1938,  payable  June  30,  1938, 
to  stockholders  of  record  May  31,  1938. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 
(Excluding  The  Philadelphia  Gas  Works  Company) 
COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended  Twelve  Months  Ended 

March  31st  March  31st 


ms 

1937 

1938 

1937 

Operating  Revenues  of  Utility  Subsidiaries: 

Electric 

$21,219,939 

$21,850,210 

$84,251,310 

$82,840,256 

Gas 

4,887,294 

4,691,245 

18,671,055 

18,193,649 

Ice  and  Cold  Storage 

273,586 

209,191 

1,975,491 

1,853,989 

Transportation 

437,860 

484,011 

1,849,764 

1,861,762 

Water 

298,271 

292,260 

1,284,133 

1,308,825 

Steam  Heat 

430,680 

390,840 

1,014,468 

869,034 

Other 

54,587 

54,852 

307,680 

277,827 

Total  Operating  Revenues 

27,602,217 

27,972,609 

109,353,901 

107,205,342 

Operating  Expenses: 

Ordinary 

9,676,285 

9,429,748 

39,035,780 

36,516,378 

Maintenance 

1,425,072 

1,300,889 

6,249,875 

5,181,161 

Provision  for  Renewals  and  Replacements 

Provision  for  Federal  Income  Taxes 

2,338,897 

2,533,919 

9,757,001 

8,864,136 

1,280,617 

1,291,046 

5,017,772 

4,759,247 

Provision  for  Other  Federal  Taxes 

601,940 

525,886 

2,132,614 

1,831,393 

Provision  for  State  and  Local  Taxes 

1,813,216 

1,759,380 

6,977,803 

6,993,444 

Total  Operating  Expenses 

17,136,027 

16,840,868 

69,170,845 

64,145,759 

Operating  Incomb 

10,466,190 

11,131,741 

40,183,056 

43,059,583 

Non-Operating  Incomb 

99,925 

310,090 

1,178,103 

1,421,785 

Gross  Income 

10,566,115 

11,441,831 

41,361,159 

44,481,368 

Income  Deductions: 

Interest  on  Long  Term  Debt 

2,593,583 

2,888,809 

10,398,508 

11,730,058 

Amortization  of  Debt  Discount,  Premium  and  Expense  . . 

132,093 

125,647 

529,068 

491,105 

Taxes  Assumed  on  Interest 

47,464 

98,217 

337,323 

518,119 

Other  Interest 

67,896 

32,396 

268,235 

171,962 

Other  Deductions 

135,459 

168,881 

498,179 

565,316 

Total 

2,976,495 

3,313,950 

12,031,313 

13,476,560 

Less — Interest  Charged  to  Construction 

39,193 

12,213 

130,505 

25,787 

Total  Income  Deductions 

2,937,302 

3,301,737 

11,900,808 

13,450,773 

Net  Income  of  Utility  Subsidiaries 

7,628,813 

8,140,094 

29,460,351 

31,030,595 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions  . 

1,039,194 

1,039,194 

4,192,233 

4,537,317 

Earnings  Available  for  Common  Stocks  of  Utility  Subsidiaries 

6,589,619 

7,100,900 

25,268,118 

26,493,278 

Less Minority  AND  Former  INTERESTS 

555,751 

606,651 

2,204,687 

2,369,596 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

6,033,868 

6,494,249 

23,063,431 

24,123,682 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

67,880* 

52,526* 

82,876* 

16,061 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . . 

5,965,988 

6,441,723 

22,980,555 

24,139,743 

Deferred  Interest  and  Dividends  on  Cumulative  Preferred 
Stocks  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. — 

Deducted  Above  

29,856 

29,878 

119,754 

118,357 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

1,881,567 

2,064,492 

8,253,834 

8,143,961 

7,877,411 

8,536,093 

31,354,143 

32,402,061 

Expenses,  Taxes,  Etc.  (A) 

730,878 

726,853 

2,911,473 

2,917,422 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co.  . . 

7,146,533 

7,809,240 

28,442,670 

29,484,639 

Dividends  on  55  Dividend  Preferred  Stock 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . . 

6,190,013 

6,852,720 

24,616,590 

25,658,559 

Earnings  per  Share 

$.2662 

$.2947 

$1.0587 

$1.1035 

Previous  years'  figures  restated  for  comparative  purposes.  Non-Recurring  Income  not  included.  *Losses. 

(A) Includes  advances,  without  interest,  to  The  Connecticut  Gas  & Coke  Securities  Company,  to  create  sufficient  surplus  on  the  books  of  the  Coke 

Company  to  enable  it  to  pay  dividends  on  its  cumulative  preferred  stock,  these  advances  being  made  under  agreement  dated  March  9,  1936, 
between  the  Coke  Company  and  The  U.G.I.  Company,  the  latter  Company  being  the  owner  of  a majority  of  the  outstanding  shares  of  com- 
mon stock  of  the  Coke  Company.  The  agreement  provides  in  substance  that  the  Coke  Company  shall  repay  such  advances  and  any  subse- 
quent advances  made  for  the  same  purpose,  but  only  out  of  net  earnings  applicable  to  the  payment  of  dividends,  after  all  dividends  on  preferred 
stock  in  arrears,  if  any,  have  been  paid  and  before  payment  of  any  dividends  on  common  stock.  As  of  March  31,  1938,  total  advances  under  the 
agreement,  amounted  to  1169,500.  The  U.G.I.  Company  is  obligated  to  indemnify  The  Koppers  Company  of  Delaware  (now  Koppers  Asso- 
ciates Incorporated)  on  account  of  that  Company 's  guarantee  of  the  payment  of  dividends  at  the  rate  of  $3  per  share  per  annum  on  198,997 
shares  of  preferred  stock  of  The  Connecticut  Gas  & Coke  Securities  Company  for  25  years  from  October  1,  1926. 

Included  in  the  figures  for  the  12  months  ended  March  31st,  is  provision  for  surtax  on  undistributed  profits  of  145,274  for  1937  and  $26,434  for  1936, 
these  amounts  being  applicable  to  subsidiary  companies,  and  were  recorded  in  the  month  of  December  of  the  respective  years.  The  figures 
for  the  12  months  ended  March  31,  1937,  also  include  $69,469  surtax  on  undistributed  profits  for  The  U.G.I.  Co.  itself,  applicable  to  1936. 
It  is  anticipated  that  no  surtax  on  undistributed  profits  will  be  payable  by  The  U.G.I.  Co.  itself  for  the  year  1937,  therefore,  no  provision 
for  such  tax  was  made  in  that  year.  No  provision  has  been  made  in  the  current  year's  figures  for  such  tax,  as  the  amount  thereof  is  not  deter- 
minable until  the  close  of  the  year. 

The  above  summarized  statement  is  for  an  interim  period  and  is  subject  to  adjustments  and  audit  at  the  end  of  the  year. 
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Report  for  the  quarter  ended  June  30,  1938 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


July  29,  1938. 

To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  six  months  and  twelve  months 
ended  June  30,  1938  and  1937,  is  presented  herewith: 


Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income,  including  Compensation  for 
Operation  of  Philadelphia  Gas  Works  . 

Total  Income 

Expenses 

Taxes 

Total  Expenses  and  Taxes 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve  . 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

Balance 


Six  Months  Ended  Twelve  Months  Ended 


June  30th 

June 

30th 

1938 

1937 

1938 

1937 

$11,141,748 

3,010,572 

$11,155,352 

3,374,009 

$22,609,810 

6,670,362 

$22,724,101 

6,816,529 

14,152,320 

14,529,361 

29,280,172 

29,540,630 

426,655 

735,398 

1,132,431 

1,452,662 

14,578,975 

15,264,759 

30,412,603 

30,993,292 

905,928 

625,496 

867,580 

524,567 

1,822,748 

1,148,976 

1,682,664 

1,149,692 

1,531,424 

1,392,147 

2,971,724 

2,832,356 

13,047,551 

86,732 

13,872,612 

65,242 

27,440,879 

135,708 

28,160,936 

122,310 

12,960,819 

613 

13,807,370 

586 

27,305,171 

1,199 

28,038,626 

586 

12,960,206 

1,913,040 

13,806,784 

1,913,040 

27,303,972 

3,826,080 

28,038,040 

3,826,080 

11,047,166 

11,625,881 

11,893,744 

11,625,880 

23,477,892 

23,251,762 

24,211,960 

23,251,758 

$578,715 d 

$267,864 

$226,130 

$960,202 

See  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement.  D — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  the  Company,  which,  for  the  six  months  of  1938  amounted  to 
approximately  l'Afc  for  each  share  of  U.G.I.  common  stock,  compared  with  approximately 
7^  for  the  corresponding  six  months  of  1937. 

Dividends  from  subsidiary  companies  for  the  six  months  were  approximately  the  same  as 
those  for  the  corresponding  period  of  1937.  The  decrease  in  dividends  on  stocks  of  other 
companies,  $363,437  in  amount,  was  due  principally  to  a reduction  in  the  dividend  rate  on 
common  stock  of  Public  Service  Corporation  of  New  Jersey,  which,  for  the  second  quarter, 


was  at  50^  per  share  instead  of  the  65^  formerly  paid.  This  change  reduced  U.G.I.  income 
by  $302,623  for  the  six  months  in  comparison  with  the  same  period  of  last  year. 

The  Supreme  Court  of  Pennsylvania,  in  a decision  handed  down  on  June  30,  1938,  upheld 
the  contention  of  The  Philadelphia  Gas  Works  Company  that  the  lease  of  the  Philadelphia 
Gas  Works  dated  February  8,  1926,  has  not  been  terminated,  and  The  Philadelphia  Gas 
Works  Company  is  continuing  operations  under  that  lease.  The  form  of  new  lease  approved 
by  City  Council  has  not  been  executed  by  the  Mayor,  but  it  provides  that  the  old  lease  shall 
be  terminated  as  of  December  31,  1937,  upon  the  date  when  the  new  lease  shall  become 
effective.  For  this  reason,  income  to  The  United  Gas  Improvement  Company  for  the  cur- 
rent year  in  connection  with  the  operation  of  the  Philadelphia  Gas  Works  has  been  stated 
on  the  basis  of  the  terms  of  the  new  lease,  in  which  the  compensation  is  less  than  that  pro- 
vided for  under  the  old  lease.  This  change  in  the  compensation  for  the  operation  of  the 
Philadelphia  Gas  Works  is  largely  responsible  for  the  decrease  of  $308,743  in  income  other 
than  dividends. 

By  reason  of  the  accounting  provisions  for  registered  holding  companies,  under  the  Public 
Utility  Holding  Company  Act,  dividends  can  only  be  recorded  as  income  when  actually 
received  or  declared.  The  income  statement  for  the  1938  period  has  been  prepared  accord- 
ingly and  that  for  1937  restated  so  as  to  be  comparable,  by  eliminating  $307,674,  representing 
the  accruals  for  the  first  six  months,  of  dividends  received  in  December  1937,  from  certain 
companies. 

The  results  of  operations  of  the  utility  subsidiaries  for  the  quarter  just  ended  are  shown 
in  the  combined  earnings  statement  on  the  following  page.  The  effect  of  business  conditions 
during  that  period  as  well  as  rate  reductions  is  reflected  by  the  decrease  in  operating  revenue 
of  $1,200,000,  or  nearly  A}4%-  Most  of  this  decrease  is  in  revenue  from  sales  of  electricity, 
which  was  $911,000  less  than  for  the  same  quarter  in  1937.  The  slowing  down  of  business 
has  particularly  affected  commercial  power  sales,  while  residential  and  commercial  lighting 
sales  continue  to  increase.  Reductions  in  rates  for  electricity,  principally  in  the  Philadelphia 
Electric  territory,  are  estimated  to  have  reduced  revenue  for  the  quarter  by  $821,000. 

Total  kilowatt  hour  sales  of  electricity  were  6.7%  less  than  for  the  same  quarter  last  year, 
largely  due  to  a decrease  of  over  17%  in  the  commercial  power  load.  The  decrease  in  total 
sales  would  have  been  more  severe  but  for  an  increase  of  over  11%  in  residential  sales.  Sales 
of  gas  also  decreased,  being  nearly  4%  less  than  for  the  second  quarter  of  1937,  principally 
due  to  a decrease  in  industrial  sales. 

Non-operating  income  for  the  quarter  shows  the  effect  of  decreased  purchasing  power  on 
the  part  of  the  public,  being  $255,000,  or  43 }4%,  less  than  for  last  year,  almost  entirely 
attributable  to  the  falling  off  of  sales  of  electric  and  gas  appliances. 

The  balance  of  combined  earnings  applicable  to  The  U.G.I.  Co.  for  the  three  months 
ended  June  30,  1938,  was  $5,242,306,  or  22.5^  per  share,  compared  with  $6,715,738,  or  28.8^ 
per  share,  for  the  corresponding  period  of  1937. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  September  30,  1938,  and  25 fi  per  share  on  the  common  stock  of  your  Company  were 
declared  June  28,  1938,  payable  September  30,  1938,  to  stockholders  of  record  August  31,  1938. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 
(Excluding  The  Philadelphia  Gas  Works  Company) 
COMBINED  EARNINGS  STATEMENT 


Operating  Revenues  of  Utility  Subsidiaries: 

Electric  

Gas 

Ice  and  Cold  Storage 

Transportation 

Water 

Steam  Heat 

Other 

Total  Operating  Revenues 

Operating  Expenses: 

Ordinary 

Maintenance 

Provision  for  Renewals  and  Replacements 

Provision  for  Federal  Income  Taxes 

Provision  for  Other  Federal  Taxes 

Provision  for  State  and  Local  Taxes 

Total  Operating  Expenses 

Operating  Income 

Non-Operating  Income 

Gross  Income 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest 

Other  Deductions 

Total 

Less — Interest  Charged  to  Construction 

Total  Income  Deductions 

Net  Income  op  Utility  Subsidiaries 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions. 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  and  Former  Interest 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. 
Deferred  Interest  and  Dividends  on  Cumulative  Preferred 
Stocks  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. — De- 
ducted Above 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Other  Income 

Total  

Expenses,  Taxes  and  Other  Deductions  (A) 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  $5  Dividend  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 
Earnings  per  Share 


Three  Months  Ended 


June 

30th 

1938 

1937 

$19,940,902 

$20,852,246 

4,623,292 

4,664,163 

442,994 

611,482 

423,917 

484,152 

306,404 

304,264 

244,092 

250,258 

84,932 

101,637 

26,066,533  27,268,202 


9,182,763 

9,508,192 

1,457,553 

1,366,212 

2,218,287 

2,475,949 

1,340,928 

1,286,142 

474,327 

501,039 

1,687,387 

1,719,521 

16,361,245 

16,857,055 

9,705,288 

10,411,147 

330,963 

586,311 

10,036,251  10,997,458 


2,589,907 

2,604,692 

132,410 

132,482 

47,263 

98,301 

81,663 

51,586 

164,750 

130,377 

3,015,993 

3,017,438 

53,989 

20,989 

2,962,004 

2,996,449 

7,074,247 

8,001,009 

1,012,630 

1,052,138 

6,061,617 

6,948,871 

529,231 

608,260 

5,532,386 

6,340,611 

33,250* 

13,198* 

5,499,136 

6,327,413 

30,832 

29,964 

1,556,749 

2,046,003 

7,086,717 

8,403,380 

887,891 

731,122 

6,198,826 

7,672,258 

956,520 

956,520 

$5,242,306 

$6,715,738 

$.2255 

$.2888 

Six  Months  Ended 


June  30th 


1938 

1937 

$41,160,841 

$42,702,456 

9,510,586 

9,355,408 

716,580 

820,673 

861,777 

968,163 

604,675 

596,524 

674,772 

641,098 

139,519 

156,489 

53,668,750  55,240,811 


18,859,048 

18,937,940 

2,882,625 

2,667,101 

4,557,184 

5,009,868 

2,621,545 

2,577,188 

1,076,267 

1,026,925 

3,500,603 

3,478,901 

33,497,272 

33,697,923 

20,171,478 

21,542,888 

430,888 

896,401 

20,602,366 

22,439,289 

5,183,490 

5,493,501 

264,503 

258,129 

94,727 

196,518 

149,559 

83,982 

300,209 

299,258 

5,992,488 

6,331,388 

93,182 

33,202 

5,899,306 

6,298,186 

14,703,060 

16,141,103 

2,051,824 

2,091,332 

12,651,236 

14,049,771 

1,084,982 

1,214,911 

11,566,254 

12,834,860 

101,130* 

65,724* 

11,465,124 

12,769,136 

60,688 

59,842 

3,43S,316 

4,110,495 

14,964,128 

16,939,473 

1,618,769 

1,457,975 

13,345,359 

15,481,498 

1,913,040 

1,913,040 

$11,432,319 

$13,568,458 

$.4917 

$ 5835 

Twelve  Months  Ended 
June  30th 


1938 

1937 

$83,339,961 

$84,078,150 

18,630,184 

18,287,910 

1,806,985 

1,914,231 

1,788,672 

1,887,926 

1,286,273 

1,321,194 

1,008,304 

937,164 

290,975 

297,359 

108,151,354 

108,723,934 

38,668,912 

37,303,726 

6,382,627 

5,271,518 

9,499,339 

9,274,666 

5,072,560 

4,890,208 

2,105,898 

1,947,048 

6,945,669 

7,042,785 

68,675,005 

65,729,951 

39,476,349 

42,993,983 

923,603 

1,521,139 

40,399,952 

44,515,122 

10,383,724 

11,403,264 

528,995 

501,720 

286,283 

475,937 

298,314 

180,517 

532,555 

568,522 

12,029,871 

13,129,960 

163,507 

43,404 

11,866,364 

13,086,556 

28,533,588 

31,428,566 

4,152,726 

4,419.831 

24,380,862 

27,008,735 

2,125,656 

2,479,775 

22,255,206 

24,528,960 

102,928* 

27,333* 

22,152,278 

24,501,627 

120,622 

118,907 

7,804,970 

8,270,279 

30,077,870 

32,890,813 

3,108,631 

2,955,253 

26,969,239 

29,935,560 

3,826,080 

3,826,080 

$23,143,159 

$26,109,480 

$.9953 

$1.1229 

Previous  years'  figures  restated  for  comparative  purposes. 


Non 


Recurring  Income 


not  included. 


* Losses. 


(A) — Includes  advances,  without  interest,  to  The  Connecticut  Gas  & Coke  Securities  Company,  in  connection  with  The  U.G.I.  Company’s  indemnification 
agreement  with  The  Koppers  Company  of  Delaware  in  respect  to  that  Company's  guarantee  of  preferred  dividends  of  The  Connecticut  Gas  & Coke 
Securities  Company.  As  of  June  30,  1938,  the  total  of  such  advances  amounted  to  $203,329. 


Included  in  the  figures  for  the  12  months  ended  June  30,  is  provision  for  surtax  on  undistributed  profits  of  $45,274  for  1937  and  $26,434  for  1936,  these  amounts 
being  applicable  to  Subsidiary  Companies,  and  were  recorded  in  the  month  of  December  of  the  respective  years.  The  figures  for  the  12  months  ended 
Jure  30  1937,  also  include  $69,469  surtax  on  undistributed  profits  for  The  U.G.I.  Co.  itself,  applicable  to  1936.  It  is  anticipated  that  no  surtax  on 
undistributed  profits  will  be  payable  by  The  U.G.I.  Co.  itself,  for  the  year  1937,  therefore,  no  provision  for  such  tax  was  made  in  that  year. 

The  above  summarized  statement  is  for  an  interim  period  and  is  subject  to  adjustments  and  audit  at  the  end  of  the  year. 


Printed  in  United  Stnte*  of  Arnerioo 
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The 


United  Gas  Improvement 


The  information  herein  contained  is  furnished  upon 
your  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  furnished  in 
i ni  nect ion  with  any  sales  or  purchases  of  stocks  and 
i untie:  or  other  business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 
subjected  to  audit,  ana  is  subject  to  final  adjustments  at 
the  euu  or  the  year. 


ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


Report  for  the  quarter  ended  September  30,  1938 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


October  31,  1938. 

To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  nine  months  and  twelve  months 
ended  September  30,  1938  and  1937,  is  presented  herewith: 


Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income,  including  Compensation  for 
Operation  of  Philadelphia  Gas  Works  . 

Total  Income 

Expenses 

Taxes 

Total  Expenses  and  Taxes 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve  . 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

Balance  


Nine  Months  Ended  Twelve  Months  Ended 

September  30th  September  30th 


1938 

1937 

1938 

1937 

$16,690,555 

4,364,016 

$16,733,028 

5,052,584 

$22,580,941 

6,345,232 

$22,668,758 

6,902,533 

21,054,571 

21,785,612 

28,926,173 

29,571,291 

595,299 

1,087,819 

948,653 

1,447,227 

21,649,870 

22,873,431 

29,874,826 

31,018,518 

1,341,413 

937,208 

1,309,358 

786,340 

1,816,455 

1,198,916 

1,728,697 

1,133,638 

2,278,621 

2,095,698 

3,015,371 

2,862,335 

19,371,249 

122,195 

19,249,054 

1,241 

20,777,733 

94,912 

20,682,821 

1,172 

26,859,455 

141,501 

26,717,954 

1,241 

28,156,183 

120,705 

28,035,478 

1,172 

19,247,813 

2,869,560 

20,681,649 

2,869,560 

26,716,713 

3,826,080 

28,034,306 

3,826,080 

16,378,253 

17,438,823 

17,812,089 

17,438,820 

22,890,633 

23,251,762 

24,208,226 

23,251,759 

$1,060,570d 

$373,269 

$361,129x3 

$956,467 

See  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement.  D — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  the  Company,  which,  for  the  nine  months  of  1938  amounted  to 
approximately  2^  for  each  share  of  U.G.I.  common  stock,  compared  with  approximately  7^ 
for  the  corresponding  nine  months  of  1937. 

Dividends  from  subsidiary  companies  for  the  nine  months  were  approximately  the  same 
as  those  for  the  corresponding  period  of  1937.  The  decrease  in  dividends  on  stocks  of  other 
companies,  $688,568  in  amount,  was  due  principally  to  a reduction  in  the  dividend  rate  on 
common  stock  of  Public  Service  Corporation  of  New  Jersey,  which,  for  the  second  and  third 
quarters,  was  at  50^  per  share  each  instead  of  the  65 i formerly  paid.  This  change  reduced 


U.G.I.  income  by  $605,247  for  the  nine  months  in  comparison  with  the  same  period  of  last 
year. 

The  Philadelphia  Gas  Works  Company  is  operating  the  Philadelphia  Gas  Works  under 
the  lease  with  the  City  of  Philadelphia  dated  February  8,  1926.  The  new  lease,  which  was 
signed  by  the  Mayor  of  the  City  on  October  5,  1938,  does  not  become  effective  until  approved 
by  the  Pennsylvania  Public  Utility  Commission.  An  application  for  approval  thereof  was 
filed  with  the  Commission  on  October  6,  1938,  and  this  application  is  now  pending.  The  form 
of  new  lease  provides  that  the  old  lease  shall  be  terminated  as  of  December  31,  1937,  upon  the 
date  when  the  new  lease  shall  become  effective.  For  this  reason,  income  to  The  United  Gas 
Improvement  Company  for  the  current  year  in  connection  with  the  operation  of  the  Phila- 
delphia Gas  Works  has  been  stated  on  the  basis  of  the  terms  of  the  new  lease,  in  which  the 
compensation  is  less  than  that  provided  for  under  the  old  lease.  This  change  is  largely 
responsible  for  the  decrease  of  $492,520  in  income  other  than  dividends. 

By  reason  of  the  accounting  provisions  for  registered  holding  companies,  under  the 
Public  Utility  Holding  Company  Act,  dividends  can  only  be  recorded  as  income  when 
actually  received  or  declared.  The  income  statement  for  the  1938  period  has  been  prepared 
accordingly  and  that  for  1937  restated  so  as  to  be  comparable,  by  eliminating  $461,511, 
representing  the  accruals  for  the  nine  months  ended  September  30th,  of  dividends,  received 
in  December  1937,  from  certain  companies. 

The  combined  earnings  statement  on  the  following  page  reflects  a decrease  in  operating 
revenues  of  utility  subsidiaries  of  $914,566  or  3-4%,  for  the  quarter,  compared  with  the 
same  quarter  of  1937.  The  greater  portion  of  this  decrease  was  in  revenue  from  sales  of 
electricity,  which  was  $672,164  less  than  for  the  same  quarter  last  year.  Reductions  in  rates 
for  electricity  are  estimated  to  have  reduced  revenue  for  the  quarter  by  $885,000,  principally 
in  the  Philadelphia  Electric  Company  territory,  which  amount  is  offset  somewhat  by  addi- 
tional revenue  resulting  from  increased  use  by  customers  affected  by  the  rate  reductions. 
Decreased  industrial  activity  also  affected  electric  revenues  adversely. 

The  total  kilowatt  hour  sales  of  electricity  were  2.2%  less  than  for  the  same  quarter  last 
year,  due  entirely  to  a continued  decrease  in  sales  for  industrial  uses.  Kilowatt  hour  sales 
to  residential  and  commercial  lighting  customers  continued  to  show  increases  over  the  same 
quarter  of  last  year.  Sales  of  gas  decreased  slightly  more  than  3%. 

Operating  expenses  decreased  $1,001,877,  or  5-9%,  being  somewhat  greater  than  the 
decrease  in  revenues,  resulting  in  an  increase  in  operating  income  of  $87,311,  or  0.9%,  for 
the  quarter,  compared  with  the  same  quarter  of  1937.  The  net  result  of  utility  operations 
reflects  a slightly  better  trend  than  the  quarters  ended  March  31st  and  June  30th. 

Non-operating  income  for  the  quarter  continues  to  show  the  effect  of  decreased  pur- 
chasing power  on  the  part  of  the  public,  being  $164,671,  or  41%,  less  than  last  year,  almost 
entirely  attributable  to  the  falling  off  in  sales  of  electric  and  gas  appliances. 

The  balance  of  combined  earnings  applicable  to  The  U.G.I.  Co.  for  the  three  months 
ended  September  30,  1938,  was  $5,387,234,  or  23.2^  per  share,  compared  with  $5,915,590, 
or  25.4^  per  share,  for  the  corresponding  period  of  1937. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  December  31,  1938,  and  25^  per  share  on  the  common  stock  of  your  Company  were 
declared  October  25,  1938,  payable  December  22,  1938,  to  stockholders  of  record  Novem- 
ber 29,  1938. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 
(Excludi  ng  The  Philadelphia  Gas  Works  Company) 
COMBINED  EARNINGS  STATEMENT 


Operating  Revenues  of  Utility  Subsidiaries: 

Electric 

Gas 

Ice  and  Cold  Storage 

Transportation 

Water 

Steam  Heat 

Other 

Total  Operating  Revenues 

Operating  Expenses: 

Ordinary 

Maintenance 

Provision  for  Renewals  and  Replacements 

Provision  for  Federal  Income  Taxes 

Provision  for  Other  Federal  Taxes 

Provision  for  State  and  Local  Taxes 

Total  Operating  Expenses 

Operating  Income 

Non-Operating  Income 

Gross  Incomb 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest 

Other  Deductions 

Total 

Less — Interest  Charged  to  Construction 

Total  Incomb  Deductions 

Net  Income  op  Utility  Subsidiaries 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions  . 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  and  Former  Interest 

Balance  op  Earnings  of  Utility  Subsidiaries  Applicable  to 

Thb  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. 
Deferred  Interest  and  Dividends  on  Cumulative  Preferred 
Stocks  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. — De- 
ducted Above 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Other  Income 

Total  

Expenses,  Taxes  and  Other  Deductions  (A) 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  $5  Dividend  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 
Earnings  per  Share 


Three  Months  Ended 


Nine  Months  Ended  Twelve  Months  Ended 


September  30th 


September  30th 


September  30th 


1938 


$20,014,511 

4,260,290 

650,443 

380,869 

367,124 

44,886 

84,371 

25,802,494 


9,066,782 

1,386,486 

2,194,945 

1,156,564 

494,174 

1,690,645 

15,989,596 

9,812,898 

234,772 

10,047,670 

2,569,819 

131,667 

47,331 

97,422 

150,203 

2,996,442 

78,604 

2,917,838 

7,129,832 

1,038,642 


6,091,190 

520,366 


5,570,824 

3,192 

5,574,016 


30,394 


1,522,632 

7,127,042 

783,288 

6,343,754 

956,520 

5,387,234 

$.2317 


1937 


$20,686,675 

4,308,311 

764,030 

448,461 

359,300 

50,894 

99,389 

26,717,060 

9,545,725 

1,557,628 

2,423,905 

1,252,142 

497,148 

1,714,925 

16,991,473 

9,725,587 

399,443 

10,125,030 

2,580,994 

132,280 

92,060 

88,358 

145,887 

3,039,579 

34.819 

3,004,760 

7,120,270 

1,068,134 

6,052,136 

543,237 

5,508,899 

35,509 

5,544,408 


29,969 


2,031,540 

7,605,917 

733,807 

6,872,110 

956,520 

5,915,590 

$.2545 


1938 


$61,175,352 

13,770,876 

1,367,023 

1,242,646 

971,799 

719,658 

223,890 

79,471,244 


27,925,830 

4,269,111 

6,752,129 

3,778,109 

1,570,441 

5,191,248 

49,486,858 

29,984,376 

665,660 

30,650,036 


7,753,309 

396,170 

142,058 

246,981 

450,412 

8,988,930 

171,786 

8,817,144 

21,832,892 

3,090,466 


18,742,426 

1,605,348 


17,137,078 

97,938* 

17,039,140 


91,082 


4,960,948 

22,091,170 

2,402,057 

19,689,113 

2,869,560 

16,819,553 

$.7234 


1937 


$63,389,131 

13,663,719 

1,584,703 

1,416,624 

955,824 

691,992 

255,878 

81,957,871 


28,483,665 

4,224,729 

7,433,773 

3,829,330 

1,524,073 

5,193,826 

50,689,396 

31,268,475 

1,295,844 

32,564,319 


8,074,495 

390,409 

288,578 

172,340 

445,145 

9,370,967 

68,021 

9,302,946 

23,261,373 

3,159,466 


20,101,907 

1,758,148 


18,343,759 

30,215* 

18,313,544 


89,811 


6,142,035 

24,545,390 

2,191,782 

22,353,608 

2,869,560 

19,484,048 

$.8380 


1938 


$82,667,801 

18,582,166 

1,693,418 

1,721,078 

1,294,096 

1,002,293 

275,957 

107,236,809 


38,103,265 

6,210,156 

9,270,383 

4,976,987 

2,102,926 

6,921,294 

67,585,011 

39,651,798 

758,944 

40,410,742 


10,348,140 

528,383 

241,555 

331,788 

625,011 

12,074,877 

207,290 

11,867,587 

28,543,155 

4,123,232 


24,419,923 

2,102,792 


22,317,131 

135,245* 

22,181,886 

121,047 


7,296,062 

29,598,995 

3,158,113 

26,440,882 

3,826,080 

22,614,802 

$.9726 


1937 


$85,022,393 

18,366,164 

1,892,033 

1,907,210 

1,279,282 

947,753 

310,451 

109,725,286 


37,995,399 

5,518,157 

9,651,371 

5,065,032 

2,011,212 

7,061,120 

67,302,291 

42,422,995 

1,520,421 

43,943,416 


11,060,265 

512,280 

427,074 

225,736 

582,296 

12,807,651 

73,495 

12,734,156 

31,209,260 

4,308,052 

26,901,208 

2,535,410 


24,365,798 

3*  ,37** 
24,327,420 


119,404 

8,351,393 

32,798,217 

2,984,212 

29,814,005 

3,826,080 

25,987,925 

$1.1177 


Previous  years'  figures  restated  for  comparative  purposes.  Non-Recurring  Income  not  included.  * Losses. 

(A) — Includes  advances,  without  interest,  to  The  Connecticut  Gas  & Coke  Securities  Company,  in  connection  with  The  U.G.I.  Company’s  indemnification 
agreement  with  The  Koppers  Company  of  Delaware  in  respect  to  that  Company's  guarantee  of  preferred  dividends  of  The  Connecticut  Gas  & Coke 
Securities  Company.  As  of  September  30,  1938,  the  total  of  such  advances  amounted  to  $223,229. 

Included  in  the  figures  for  the  12  months  ended  September  30,  is  provision  for  surtax  on  undistributed  profits  of  $45,274  for  1937  and  $26,434  for  1936,  these  amounts 
being  applicable  to  Subsidiary  Companies,  and  were  recorded  in  the  month  of  December  of  the  respective  years.  The  figures  for  the  12  months  ended 
September  30,  1937,  also  include  $69,469  surtax  on  undistributed  profits  for  The  U.G.I.  Co.  itself,  applicable  to  1936.  It  is  anticipated  that  no  surtax  on 
undistributed  profits  will  be  payable  by  The  U.G.I.  Co.  itself,  for  the  year  1937,  therefore,  no  provision  for  such  tax  was  made  in  that  year. 

Figures  for  the  year  1938  are  subject  to  adjustments  and  audit. 
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Preliminary  Report  for  year  ended  December  31,  1938 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 


February  3,  1939. 


To  the  Stockholders: 

There  is  presented  herewith  a preliminary  income  statement  for  the  year  1938,  which 
is  subject  to  final  verification  by  the  auditors.  The  Company’s  annual  report  to  the  stock- 
holders, which  will  be  mailed  the  latter  part  of  March,  will  contain  information  with  respect 
to  the  Company  and  its  subsidiaries,  together  with  the  usual  audited  financial  statements. 

The  Company’s  income  and  expenses  for  the  year  compared  with  the  year  1937  are  sum- 
marized as  follows: 


1938 

1937 

Decrease 

Total  Income 

Expenses,  including  taxes 

. . $29,020,128 

. . 2,827,001 

$31,098,387 

2,832,447 

$2,078,259 

5,446 

Net  Operating  Income 

Other  Deductions  and  Appropriations  from  Income  . . 

. . 26,193,127 

. . 139,177 

28,265,940 

115,390 

2,072,813 

23,787* 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

• • 26,053,950 

. . 3,826,080 

28,150,550 

3,826,080 

2,096,600 

Balance  Available  for  Common  Stock 

Dividends  on  Common  Stock 

. . 22,227,870 

. . 23,251,764 

24,324,470 

23,251,760 

2,096,600 

4* 

Balance 

. . $1,023,894d 

$1,072,710 

$2,096,604 

D — Deficit 

* Increase 

The  income  shown  above  does  not  include  the  Company’s  proportionate  share  of  sub- 
sidiary companies’  earnings  not  distributed  as  dividends.  The  detailed  income  statement 
appears  on  the  last  page. 


As  a registered  holding  company,  your  Company  became  subject  to  the  accounting 
requirements  prescribed  by  the  Securities  and  Exchange  Commission,  making  necessary  cer- 
tain changes  in  the  presentation  of  the  Company’s  financial  statements  as  compared  with 
those  of  previous  years.  However,  for  comparative  purposes,  the  Company’s  results  for  the 
year  1937  have  been  restated  to  conform  to  the  new  accounting  requirements. 

The  regular  quarterly  dividend  of  $1.25  per  share  on  the  preferred  stock  and  the  usual 
dividend  of  25^  per  share  on  the  common  stock  were  declared  January  24,  1939,  payable 
March  31,  1939,  to  stockholders  of  record  February  28,  1939. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

INCOME  STATEMENT 


For  Twelve  Months  Ended  December  31st 


Income: 

Dividends: 

Subsidiary  Companies 
Other  Companies  . 

Total  . 


Interest: 

Subsidiary  Companies 

Other  Companies 

Total 

Income  from  Miscellaneous  Investments 

Income  from  Special  Fund 

Other  Income 

Total  Income 

Expenses: 

Salaries,  Traveling  Expenses,  Office  Rentals,  Supplies,  etc. 

General  Expenses 

Sub-total 

Provision  for  Federal  Taxes 

Provision  for  Pennsylvania  State  Taxes 

Sub-total 

Total  Expenses 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve  .... 

Net  Income  Balance 

Dividends  on  $5  Dividend  Preferred  Stock 

Balance  Available  for  Common  Stock  and  Surplus 

Dividends  on  Common  Stock 

Balance  to  Surplus 


ms 

1937 

Decrease 

$22,576,026.25 

$22,623,414.40 

$47,388.15 

6,048,428.33 

7,033,799.07 

985,370.74 

28,624,454.58 

29,657,213.47 

1,032,758.89 

134,194.17 

137,676.10 

3,481.93 

48,816.04 

106,907.00 

58,090.96 

183,010.21 

244,583.10 

61,572.89 

126.08 

12,024.29 

11,898.21 

1,241.15 

1,172.30 

68.85* 

21 1,295. 99 

1,183,393  95 

972,097.96 

29,020,128.01 

31,098,387.11 

2,078,259.10 

1,377,485  88 

1,325,190.32 

52,295  56* 

326,010.95 

459,209.63 

133,198.68 

1,703,496.83 

1,784,399.95 

80,903.12 

718,680.47 

578.443.01(a) 

140,237.46* 

404,823.54 

469,604.00 

64,780.46 

1,123,504.01 

1,048,047.01 

75,457.00* 

2,827,000.84 

2,832,446.96 

5,446.12 

26,193,127.17 

28,265,940.15 

2,072,812.98 

137.936.37(b) 

114.218.29(b) 

23,718.08* 

26,055,190.80 

28,151,721.86 

2,096,531.06 

1,241.15 

1,172.30 

68.85* 

26,053,949.65 

• 

28,150,549.56 

2,096,599.91 

3,826,080.00 

3,826,080.00 

— 

22,227,869.65 

24,324,469.56 

2,096,59991 

23,251,763.75 

23,251,760.00 

3 75* 

$1,023,894.10d 

$1,072,709.56 

$2,096,603  66 

d — Deficit. 


* Increase. 


Notes: 


The  above  futures  do  not  include  Non-Recurring  Income;  nor  do  they  include  amounts  of  $2,467,345.99  in  1938  and  $3,187,728.35  in  1937,  debited  to  the  Contingent 
Reserve. 

The  general  practice  of  the  Company  with  respect  to  dividends  is  to  record  them  as  income  when  received.  Where,  in  the  past,  certain  dividends,  at  the  end  of  the 
calendar  year,  had  been  recorded  as  receivable,  that  practice  has  been  continued,  but  it  has  not  been  extended.  The  income  from  dividends,  as  shown  in 
the  income  statement,  therefore,  includes  dividends  receivable  which  were  collected  immediately  after  January  1 of  the  subsequent  years,  as  follows: 


The  Connecticut  Light  and  Power  Company,  Common. 
The  Commonwealth  & Southern  Corporation,  Preferred 
Kansas  City  Gas  Company,  1st  Preferred 


1938  1937 

$525,939.75  $525,939.75 

48,189.75  48,189.75 

— 50,102.94 


$574,129.50  $624,232.44 


Other  dividends,  declared  in  the  respective  years,  receivable  subsequent  to  December  31,  are  not  included. 

(a) — Provision  for  Pcderal  taxes  in  1937  includes  $370,959.37  of  income  taxes,  credited  to  surplus.  This  credit  resulted  from  deductions  claimed  in  the  1937  income 
tax  return,  for  loss  in  investment  in  Nashville  Gas  and  Heating  Company,  the  charges  for  which  were  made  to  the  contingent  reserve  in  1937  and  to 
surplus  in  a prior  year.  Based  upon  these  deductions  claimed,  no  provision  for  undistributed  profits  tax  was  made  for  the  year  1937. 

(B) — Includ'-s  advances,  without  interest,  in  amount  of  $90,010.94  in  1938  and  $75,000.00  in  1937,  to  The  Connecticut  Gas  & Coke  Securities  Company,  in  con- 
nection with  The  U.G.I.  Company's  indemnification  agreement  with  The  Koppcrs  Company  of  Delaware  in  respect  to  that  Company's  guarantee  of 
preferred  dividends  of  The  Connecticut  Gas  & Coke  Securities  Company.  As  of  December  31,  1938,  the  total  of  such  advances  amounted  to  $230,010.94. 

The  above  figures  are  preliminary,  1 icing  subject  to  verification  by  the  Auditors. 


Printed  In  United  States  of  America. 
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The  information  herein  contained  is  furnish'd  upon 
your  request  and  is  not  a representation  or  prospectus  m 
respect  of  any  stock  or  security,  and  is  not  furnished  in 
connection  with  any  sales  or  purchases  of  stoc’.  s and 
securities  or  other  business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 
subjected  to  audit,  and  is  subject  to  tiual  adjustments  a' 
the  end  of  the  year. 


Report  for  the  quarter  ended  March  31,  1939 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


May  1,  1939. 

To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  three  months  and  twelve  months 
ended  March  31,  1939  and  1938,  is  presented  herewith: 


Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

Total  Income 

Expenses: 

Expenses,  Other  than  Taxes 

Taxes 

Total  Expenses 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve  . 

Net  Income  Balance v 

Dividends  on  Preferred  Stock 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

Balance 

D 


Three  Months  Ended  Twelve  Months  Ended 

March  31st  March  31st 


1939 

1938 

1939 

1938 

$5,540,851 

1,554,006 

$5,570,864 

1,657,152 

$22,546,013 

5,945,282 

$22,616,603 

6,995,517 

7,094,857 

7,228,016 

28,491,295 

29,612,120 

79,878 

141,776 

333,776 

1,204,702 

7,174,735 

7,369,792 

28,825,071 

30,816,822 

419,417 

301,913 

414,890 

281,708 

1,708,024 

1,143,709 

1,763,550 

1,067,007 

721,330 

696,598 

2,851,733 

2,830,557 

6,453,405 

28,847 

6,673,194 

28,245 

25,973,338 

138,539 

27,986,265 

104,951 

6,424,558 

641 

6,644,949 

613 

25,834,799 

1,269 

27,881,314 

1,199 

6,423,917 

956,520 

6,644,336 

956,520 

25,833,530 

3,826,080 

27,880,115 

3,826,080 

5,467,397 

5,812,941 

5,687,816 

5,812,940 

22,007,450 

23,251,765 

24,054,035 

23,251,760 

345,544a  125,124a  1,244,315a  802,275 


-Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  three  months  of  1939,  amounted  to 
$1,108,000,  or  4.8^  for  each  share  of  U.G.I.  common  stock,  compared  with  $545,000,  or  2Ai 
for  the  corresponding  three  months  of  1938. 


The  income  for  the  quarter  shows  that  dividends  from  subsidiary  companies  were  sub- 
stantially the  same  as  for  the  corresponding  period  of  1938.  Dividends  on  stocks  of 
other  companies  decreased  approximately  $103,000,  due  almost  entirely  to  Public  Service 
Corporation  of  New  Jersey  having  paid  a dividend  of  65<£  per  share  on  its  common  stock  in 
the  first  quarter  of  1938,  while  in  the  first  quarter  of  1939  a dividend  of  60^  was  paid,  a 
difference  of  5j t per  share. 

By  reason  of  the  accounting  provisions  for  registered  holding  companies,  under  the  Public 
Utility  Holding  Company  Act,  dividends  can  only  be  recorded  as  income  when  actually 
received  or  declared. 

Income,  other  than  dividends,  decreased  approximately  $62,000,  due  principally  to  the 
elimination  of  charges  for  services  to  electric  and  gas  subsidiaries,  following  the  registration 
of  The  United  Gas  Improvement  Company  under  the  Holding  Company  Act. 

The  combined  earnings  for  the  quarter  appearing  on  the  following  page,  show  an  increase 
in  operating  revenues  of  approximately  $1,143,000,  or  4.2%.  Electric  revenues  increased 
$1,118,000,  or  5-3%,  other  revenue  classifications  showing  nominal  increases  and  decreases. 
This  substantial  increase  in  electric  revenues  resulted  despite  rate  reductions  which  affected 
the  period  by  approximately  $304,000,  largely  in  the  Connecticut  Light  and  Power  and 
Philadelphia  Electric  territories. 

Electric  sales  increased  11.7%  for  the  quarter,  all  classes  of  sales  participating  in  the 
increase,  although  the  largest  increase  appears  in  the  sales  of  power  for  commercial  purposes. 
Gas  sales  showed  only  a small  increase  of  1.1%  for  the  quarter. 

Operating  expenses  increased  $533,000,  or  3.1%,  largely  due  to  an  increase  in  provision 
for  Federal,  State  and  Local  taxes,  resulting  from  increased  revenues  and  increased  taxable 
income. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for 
the  three  months  ended  March  31,  1939  was  $6,575,716,  or  28.3^  per  share  compared  with 
$6,233,301,  or  26.8^  per  share  for  the  corresponding  period  of  1938. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  June  30,  1939  and  25 per  share  on  the  common  stock  of  your  Company  were  declared 
April  25,  1939,  payable  June  30,  1939,  to  stockholders  of  record  May  31,  1939. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended  March  31st  Twelve  Months  Ended  March  31st 


1939 

1938 

1939 

1938 

Operating  Revenues  of  Utility  Subsidiaries: 

— 

Electric 

$22,338,728 

$21,219,939 

$84,096,769 

$84,251,310 

Gas 

4,869,211 

4,833,433 

18,367,125 

18,481,612 

Ice  and  Cold  Storage 

239,952 

274,540 

1,658,341 

1,976,446 

Transportation 

442,269 

437,770 

1,693,370 

1,848,981 

Water 

310,651 

298,271 

1,319,062 

1,284,133 

Steam  Heat 

443,150 

430,680 

993,545 

1,014,468 

Other 

48,951 

54,587 

264,836 

307,680 

Total  Operating  Rbvenues 

28,692,912 

27,549,220 

108,393,048 

109,164,630 

Operating  Expbnses: 

Ordinary 

9,657,327 

9,642,620 

37,795,669 

38,845,949 

Maintenance 

1,303,016 

1,407,062 

5,826,019 

6.222,897 

Provision  for  Depreciation,  Renewals  and  Replacements. 

2,505,916 

2,360,692 

9,359,604 

9,768,342 

Provision  for  Federal  Income  Taxes 

1,561,030 

1,305,653 

5,286,346 

5,040,167 

Provision  for  Other  Federal  Taxes 

638,894 

533,465 

2,179,634 

2,063,438 

Provision  for  State  and  Local  Taxes 

1,861,802 

1,744,766 

6,990,269 

6,891,996 

Total  Operating  Expenses 

17,527,985 

16,994,258 

67,437,541 

68,832,789 

Operating  Income 

11,164,927 

10,554,962 

40,955,507 

40,331,841 

Non-Operating  Incomb 

125,628 

123,035 

859,258 

1,203,366 

Gross  Income 

11,290,555 

10,677,997 

41,814,765 

41,535,207 

Income  Deductions: 

Interest  on  Long  Term  Debt 

2,603,275 

2,592,637 

10,364,792 

10,394,617 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

127,513 

132,385 

522,667 

529,362 

Taxes  Assumed  on  Interest 

46,309 

47,766 

181,548 

337,808 

Other  Interest 

59,538 

67,822 

285,067 

267,976 

Other  Deductions 

138,467 

129,872 

523,295 

508,386 

Total 

2,975,102 

2,970,482 

11,877,369 

12,038,149 

Less — Interest  Charged  to  Construction 

8,238 

39,193 

206,647 

130,505 

Total  Incomb  Deductions 

2,966,864 

2,931,289 

11,670,722 

11,907,644 

Net  Income  of  Utility  Subsidiaries 

8,323,691 

7,746,708 

30,144,043 

29,627,563 

Sinking  and  Other  Fund  Appropriations  of  Net  Income 

67,035 

56,226 

255,036 

231,584 

Balance  

8,256,656 

7,690,482 

29,889,007 

29,395,979 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deduc- 

994,165 

994,502 

3,995,097 

4,007,905 

Earnings  Available  for  Common  Stocks  of  Utility  Sub- 

sidiaries  

7,262,491 

6,695,980 

25,893,910 

25,388,074 

Less — Minority  and  Former  Interests 

618,901 

551,642 

2,141,417 

2,214,169 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable 

to  Thb  U.G.I.  Co 

6,643,590 

6,144,338 

23,752,493 

23,173,905 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

46,044* 

58,824* 

82,999* 

73,820* 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . 

6,597,546 

6,085,514 

23,669,494 

23,100,085 

Deferred  Interest  and  Dividends  on  Cumulative  Pre- 
ferred Stocks  of  Subsidiaries  Applicable  to  The  U.G.I. 

Co. — Deducted  Abovb 

51,080 

30,291 

215,891 

120,189 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

1,634,429 

1,799,472 

6,281,235 

8,202,396 

Total  

8,283,055 

7,915,277 

30,166,620 

31,422,670 

Expenses,  Taxes  and  Other  Deductions  (A) 

750,819 

725,456 

2,991,541 

2,936,707 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

7,532,236 

7,189,821 

27,175,079 

28,485,963 

Dividends  on  $5  Dividend  Preferred  Stock  .... 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co. 

$6,575,716 

$6,233,301 

$23,348,999 

$24,659,883 

Earnings  per  Share 

$.283 

$.268 

$1,004 

$1,061 

Previous  years'  figures  restated  for  comparative  purposes.  Non-Recurring  Income  not  included.  * Losses. 

(A) — Includes  advances,  without  interest,  to  The  Connecticut  Gas  & Coke  Securities  Company,  in  connection  with  The  U.G.I.  Company’s  indem- 
nification agreement  with  The  Koppers  Company  of  Delaware,  with  respect  to  that  Company's  guarantee  of  preferred  dividends  of  The 
Connecticut  Gas  & Coke  Securities  Company.  As  of  March  31,  1939,  the  total  of  such  advances  amounted  to  $249,910.64. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does 
not  include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia  Gas  Works. 

Figures  for  1939  are  subject  to  adjustment  and  audit. 
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The 


United  Gas  Improvement 

Company 


ORGANIZED  JUNE  1,  1882 

Incorporated  in  Pennsylvania 


NOTE. 

The  information  herein  contained  is  furnished  upon 
your  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  i urnished  in 
connection  with  any  sales  or  purchases  of  stocks  and 
securities  or  other  business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 
subjected  to  audit,  ana  is  subject  to  final  adjustments  at 
the  end  ol  the  year. 


Report  for  the  quarter  ended  June  30,  1939 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


July  28,  1939. 


To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  six  months  and  twelve  months 
ended  June  30,  1939  and  1938,  is  presented  herewith: 


Six  Months  Ended  Twelve  Months  Ended 

June  30th  June  30th 


1939 

1938 

1939 

1938 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$11,196,009 

3,107,986 

$11,141,748 

3,010,571 

$22,630,287 

6,145,843 

$22,609,810 

6,670,362 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

14,303,995 

163,334 

14,152,319 

240,476 

28,776,130 

318,532 

29,280,172 

946,251 

Total  Income 

14,467,329 

14,392,795 

29,094,662 

30,226,423 

Expenses  : 

Expenses,  Other  than  Taxes 

Taxes 

828,389 

598,226 

842,261 

562,756 

1,689,624 

1,158,974 

1,759,081 

1,086,237 

Total  Expenses 

1,426,615 

1,405,017 

2,848,598 

2,845,318 

Net  Operating  Income 

Other  Deductions  from  Income 

13,040,714 

60,257 

12,987,778 

73,614 

26,246,064 

124,580 

27,381,105 

122,590 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve  . 

12,980,457 

641 

12,914,164 

613 

26,121,484 

1,269 

27,258,515 

1,199 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

12,979,816 

1,913,040 

12,913,551 

1,913,040 

26,120,215 

3,826,080 

27,257,316 

3,826,080 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

11,066,776 

11,625,882 

11,000,511 

11,625,881 

22,294,135 

23,251,765 

23,431,236 

23,251,761 

Balance 

$559,106o 

$625,570o 

$957,650o 

$179,475 

d — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  six  months  of  1939,  amounted  to 
$1,740,000,  or  I'Ai  for  each  share  of  U.G.I.  common  stock,  compared  with  $588,000,  or  2 
for  the  corresponding  six  months  of  1938. 


Total  dividends  received,  or  recorded  as  income  upon  declaration,  for  the  first  six  months 
of  1939  were  approximately  $152,000  more  than  for  the  corresponding  period  of  1938.  There 
was  a moderate  increase  in  dividends  from  subsidiary  companies,  the  predominant  factor  in 
your  Company’s  income,  and  an  increase  of  approximately  $100,000  in  dividends  from 
other  companies.  The  latter  increase  is  due  to  the  fact  that  in  the  first  six  months  of  1939 
Public  Service  Corporation  of  New  Jersey,  in  which  U.G.I.  has  a substantial  investment, 
paid  dividends  totalling  $1.20  on  the  common  stock,  whereas  a total  of  $1.15  was  paid 
for  the  same  period  of  1938. 

The  decrease  for  six  months  of  approximately  $77,000  in  interest,  income  from  mis- 
cellaneous investments  and  other  income,  results  principally  from  the  termination  of  charges 
for  services  to  electric  and  gas  subsidiary  companies,  following  registration  of  U.G.I.  under 
the  Holding  Company  Act. 

The  combined  earnings  for  the  three,  six  and  twelve  months  ended  June  30,  1939  appear 
on  the  following  page.  Better  business  conditions  are  reflected  in  the  results  shown.  For 
the  three  months  ended  June  30th,  total  operating  revenues  of  the  utility  subsidiaries  in- 
creased $1,242,000,  or  4.8%,  and  the  balance  of  combined  earnings  applicable  to  common 
stock  of  U.G.I.  increased  from  23 { to  26.8^  per  share. 

For  the  six  months’  period,  total  operating  revenues  increased  approximately  $2,386,000, 
or  4-5%,  principally  because  of  a 12.4%  gain  in  sales  of  electricity  and  the  resulting  5-4%  gain 
in  electric  revenues.  There  were  substantial  rates  of  increase  in  energy  sold  for  commercial 
lighting  and  industrial  purposes,  as  well  as  for  domestic  usage.  Rate  reductions  for  electric 
service  are  estimated  to  have  adversely  affected  such  revenues  to  the  extent  of  more  than 
$900,000. 

Total  operating  expenses  and  taxes  of  the  utility  subsidiaries  for  the  six  months’  period 
increased  approximately  $1,133,000,  or  3-4%,  not  only  because  of  the  larger  output  of  elec- 
tricity but  even  more  because  of  the  increased  provision  for  Federal  income  taxes  resulting 
from  the  greater  earnings  of  the  subsidiaries.  The  earnings  available  for  the  common  stocks 
of  these  companies  increased  $1,294,000,  or  more  than  10%. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Company 
for  the  six  months  ended  June  30,  1939  was  $12,807,511,  or  55. per  share,  compared  with 
$11,588,409,  or  49.8j£  per  share,  for  the  corresponding  period  of  1938. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  September  30,  1939,  and  25j£  per  share  on  the  common  stock  of  your  Company  were 
declared  June  27,  1939,  payable  September  30,  1939,  to  stockholders  of  record  August  31, 
1939. 


John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Operating  Rbvbnues  op  Utility  Subsidiaries: 

Electric 

Gas 

Ice  and  Cold  Storage 

Transportation 

Water 

Steam  Heat 

Other 

Total  Operating  Revenues 

Operating  Expenses: 

Ordinary 

Maintenance 

Provision  for  Depreciation,  Renewals  and  Replacements  . 

Provision  for  Federal  Income  Taxes 

Provision  for  Other  Federal  Taxes 

Provision  for  State  and  Local  Taxes 

Total  Operating  Expenses 

Operating  Incomb 

Non-Operating  Incomb 

Gross  Incomb 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest 

Other  Deductions 

Total 

Less — Interest  Charged  to  Construction 

Total  Incomb  Deductions 

Net  Incomb  of  Utility  Subsidiaries 

Sinking  and  Other  Fund  Appropriations  op  Net  Income. 

Balancb 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions. 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  and  Former  Interests 

Balancb  op  Earnings  of  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

Earnings  op  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. 
Deferred  Interest  and  Dividends  on  Cumulative  Preferred 
Stocks  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. — De- 
ducted Above  

Other  Incomb  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

Total  

Expenses,  Taxes  and  Other  Deductions  (A) 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  $5  Dividend  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  • 
Earnings  per  Share 


Three  Months  Ended 


June  30th 


1939 

1938 

$21,026,248 

$19,940,902 

4,613,780 

4,576,983 

508,978 

444,495 

446,178 

424,007 

325,532 

306,404 

270,215 

244,092 

73,253 

84,932 

27,264,184 

26,021,815 

9,520,789 

9,171,147 

1,371,991 

1,446,042 

2,402,706 

2,242,284 

1,448,571 

1,209,167 

399,720 

514,199 

1,718,354 

1,679,446 

16,862,131 

16,262,285 

10,402,053 

9, 759,530 

457,280 

321,898 

10,859,333  10,081,428 


2,596,318 

128,888 

45,806 

56,105 

138,391 

2,588,965 

132,118 

47,902 

83,247 

128,660 

2,965,508 

7,544 

2,980,892 

53,989 

2,957,964 

2,926,903 

7,901,369 

70,111 

7,154,525 

61,074 

7,831,258 

1,009,030 

7,093,451 

998,664 

6,822,228 

570,287 

6,094,787 

520,193 

6,251,941 

5,574,594 

9,244* 

26,065* 

6,242,697 

5,548,529 

44,199 

64,223 

1,638,113 

1,452,664 

7,925,009 

736,694 

7,065,416 

753,788 

7,188,315 

956,520 

6,311,628 

956,520 

$6,231,795 

$5,355,108 

$.268 

$.230 

Six  Months  Ended 


June 

30th 

1939 

1938 

$43,364,976 

$41,160,841 

9,482,991 

9,410,416 

748,930 

719,035 

888,447 

861,777 

636,183 

604,675 

713,365 

674,772 

122,204 

139,519 

55,957,096 

53,571,035 

19,178,116 

18,813,767 

2,675,007 

2,853,104 

4,908,622 

4,602,976 

3,009,601 

2,514,820 

1,038,614 

1,047,664 

3,580,156 

3,424,212 

34,390,116 

33,256,543 

21,566,980 

20,314,492 

582,908 

444,933 

22,149,888  20,759,425 


5,199,593 

5,181,602 

256,401 

264,503 

92,115 

95,668 

115,643 

151,069 

276,858 

258,532 

5,940,610 

5,951,374 

15,782 

93,182 

5,924,828 

5,858,192 

16,225,060 

14,901,233 

137,146 

117,300 

16,087,914 

14,783,933 

2,003,195 

1,993,166 

14,084,719 

12,790,767 

1,189,188 

1,071,835 

12,895,531 

11,718,932 

55,288* 

84,889* 

12,840,243 

11,634,043 

95,279 

94,514 

3,272,542 

3,252,136 

16,208,064 

14,980,693 

1,487,513 

1,479,244 

14,720,551 

13,501,449 

1,913,040 

1,913,040 

$12,807,511 

$11,588,409 

$.551 

$.498 

Twelvb  Months  Ended 
June  30th 


1939 

1938 

$85,182,120 

$83,339,961 

18,403,921 

18,438,726 

1,722,826 

1,809,441 

1,715,540 

1,788,672 

1,338,190 

1,286,273 

1,019,667 

1,008,304 

253,157 

290,975 

109,635,421 

107,962,352 

38,146,800 

38,528,964 

5,750,483 

6,330,522 

9,520,028 

9,538,055 

5,525,752 

4,964,763 

2,065,155 

2,076.740 

7,029,169 

6,857,561 

68,037,387 

68,296,605 

41,598,034 

39,665,747 

994,637 

938,383 

42,592,671  40,604,130 


10,372,147 

10,379,875 

519,442 

528,995 

179,455 

287,224 

257,915 

299,718 

533,025 

506,805 

11,861,984 

12,002,617 

160,201 

163,507 

11,701,783 

11,839,110 

30,890,888 

28,765,020 

264,073 

241,557 

30,626,815 

28,523,463 

4,005,461 

3,994,724 

26,621,354 

24,528.739 

2,191,512 

2,120,852 

24,429,842 

22,407,887 

66,178* 

86,687* 

24,363,664 

22,321,200 

195,866 

154,448 

6,466,685 

7,618,790 

31,026,215 

30,094,438 

2,974,448 

2,969,107 

28,051,767 

27,125,331 

3,826,080 

3,826,080 

$24,225,687 

$23,299,251 

$1,042 

$1,002 

Previous  years'  figures  restated  for  comparative  purposes.  Non-Recurring  Income  not  included.  * Losses. 

(A) — Includes  advances,  without  interest,  to  The  Connecticut  Gas  & Coke  Securities  Company,  in  connection  with  The  U.G.I.  Company's  indemnification  agree- 
ment with  The  Koppers  Company  of  Delaware,  with  respect  to  that  Company's  guarantee  of  preferred  dividends  of  The  Connecticut  Gas  & Coke  Securities 
Company.  As  of  June  30,  1939.  the  total  of  such  advances  amounted  to  $269,810.34. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not  include 
those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia  Gas  Works. 

Pigures  for  1939  are  subject  to  adjustment  and  audit. 
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Report  for  the  quarter  ended  September  30,  1939 


/ 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


October  30,  1939. 


To  the  Stockholders: 


A summarized  income  statement  of  your  Company  for  the  nine  months  and  twelve  months 
ended  September  30,  1939  and  1938,  is  presented  herewith: 


Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

Total  Income 

Expenses: 

Expenses,  Other  than  Taxes 

Taxes 

Total  Expenses 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve,  etc. 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

Balance  


Nine  Months  Ended  Twelve  Months  Ended 

September  30th  September  30th 


1939 

1938 

1939 

1938 

$16,734,406 

4,780,504 

$16,690,555 

4,364,016 

$22,619,877 

6,464,917 

$22,580,941 

6,345,232 

21,514,910 

21,054,571 

29,084,794 

28,926,173 

265,943 

316,360 

345,256 

669,715 

21,780,853 

21,370,931 

29,430,050 

29,595,888 

1,200,192 

899,463 

1,241,860 

843,117 

1,661,829 

1,179,850 

1,716,903 

1,104,824 

2,099,655 

2,084,977 

2,841,679 

2,821,727 

19,681,198 

95,497 

19,285,954 

107,883 

26,588,371 

125,550 

26,774,161 

127,189 

19,585,701 

2,330 

19,178,071 

1,241 

26,462,821 

2,330 

26,646,972 

1,241 

19,583,371 

2,869,560 

19,176,830 

2,869,560 

26,460,491 

3,826,080 

26,645,731 

3,826,080 

16,713,811 

17,438,824 

16,307,270 

17,438,823 

22,634,411 

23,251,765 

22,819,651 

23,251,763 

$725, 013d 

$1, 131,553d 

$617 ,354d 

$432,112d 

d — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  nine  months  of  1939,  amounted  to 
$2,072,000,  or  9<fr  for  each  share  of  U.G.I.  common  stock,  compared  with  $548,000,  or  2<f 
for  the  corresponding  nine  months  of  1938. 


The  income  statement  for  the  nine  months  ended  September  30,  1939  shows  that  dividend 
income  increased  $460,000  over  the  corresponding  period  of  1938.  Dividends  from  subsidiary 
companies,  the  principal  source  of  your  Company’s  income,  increased  moderately,  while  divi- 
dends from  other  companies  show  an  increase  of  $416,000.  The  latter  increase  is  due  largely 
to  the  increase  in  dividends  received  from  Public  Service  Corporation  of  New  Jersey,  which, 
for  the  nine  months’  period  were  at  the  rate  of  $1.85  per  share,  compared  with  $1.65  per 
share  received  during  the  same  period  of  1938. 

The  combined  earnings  for  the  three,  nine  and  twelve  months  ended  September  30,  1939 
appear  on  the  following  page.  The  continued  improvement  in  results  reflect  the  better  busi- 
ness conditions  existing  throughout  the  territories  served  by  your  Company’s  subsidiaries. 
Total  operating  revenues  of  utility  subsidiaries  increased  $1,080,000,  or  4.2%  for  the  quarter 
ended  September  30,  1939,  compared  with  $1,242,000,  or  4.8%  for  the  June  quarter,  and 
$1,144,000,  or  4.2%  for  the  March  quarter,  a total  increase  for  the  nine  months’  period  of 
$3,466,000,  or  4.4%.  Rate  reductions  for  electric  service  are  estimated  to  have  adversely 
affected  such  revenues  for  the  nine  months’  period  to  the  extent  of  approximately  $1,500,000. 

Electric  sales  for  the  September  quarter  increased  11.6%  over  the  corresponding  period 
of  1938.  This  compared  with  increases  of  13.2%  for  the  June  quarter  and  11.7%  for  the 
March  quarter. 

Total  operating  expenses  of  utility  subsidiaries  for  the  nine  months’  period  increased 
$1,842,000,  or  3-7%,  because  of  the  larger  output  of  electricity,  increased  provision  for  income 
taxes  due  to  greater  earnings,  and  increased  provision  for  depreciation,  renewals  and  replace- 
ments. Earnings  available  for  the  common  stocks  of  these  companies  increased  $1,681,000, 
or  9%. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Company 
for  the  nine  months  ended  September  30,  1939  was  $18,786,275,  or  80.8^  per  share,  compared 
with  $16,856,167,  or  72.5^  per  share,  for  the  corresponding  period  of  1938. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  December  31,  1939,  and  25^  per  share  on  the  common  stock  of  your  Company  were 
declared  October  24,  1939,  payable  December  22,  1939,  to  stockholders  of  record  Novem- 
ber 29,  1939. 


John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Operating  Revenues  of  Utility  Subsidiaries: 

Electric 

Gas 

Ice  and  Cold  Storage 

Transportation . . 

Water j . , . 

Steam  Heat 

Other 

Total  Operating  Rbvbnues 

Operating  Expenses: 

Ordinary 

Maintenance 

Provision  for  Depreciation,  Renewals  and  Replacements  . 

Provision  for  Federal  Income  Taxes 

Provision  for  Other  Federal  Taxes 

Provision  for  State  and  Local  Taxes 

Total  Operating  Expenses 

Operating  Incomb 

Non-Operating  Income 

Gross  Income 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest 

Other  Deductions 

Total 

Less — Interest  Charged  to  Construction 

Total  Income  Deductions 

Net  Incomb  of  Utility  Subsidiaries 

Sinking  and  Other  Fund  Appropriations  of  Net  Income. 

Balance 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions  . 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  and  Former  Interests 

Balancb  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co. 
Deferred  Interest  and  Dividends  on  Cumulative  Preferred 
Stocks  of  Subsidiaries  Applicable  to  Thb  U.G.I.  Co. — De- 
ducted Above 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

Total  

Expenses,  Taxes  and  Other  Deductions 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  $5  Dividbnd  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 
Earnings  per  Share 


Three  Months  Ended 
September  30th 


1939 

1938 

$21,013,044 

$20,014,511 

4,245,335 

4,218,840 

680,123 

649,691 

411,043 

380,869 

373,478 

367,124 

43,385 

44,886 

73,875 

84,371 

26,840,283 

25,760,292 

9,665,966 

9,064,844 

1,438,962 

1,368,870 

2,356,500 

2,217,607 

1,120,682 

1,246,302 

547,214 

492,870 

1,660,776 

1,691,225 

16,790,100 

16,081,718 

10,050,183 

9,678,574 

346,275 

251,116 

10,396,458  9,929,690 


2,594,269 

2,585,929 

127,462 

131,667 

45,242 

47,430 

53,663 

80,294 

136,873 

129,236 

2,957,509 

2,974,556 

13,035 

78,604 

2,944,474 

2,895,952 

7,451,984 

7,033,738 

93,154 

69,054 

7,358,830 

6,964,684 

1,015,397 

1,008,773 

6,343,433 

5,955,911 

524,292 

509,292 

5,819,141 

5,446,619 

9,613 

12,349 

5,828,754  5,458,968 


40,444 

50,294 

1,776,055 

1,429,874 

7,645,253 

6,939,136 

709,969 

714,858 

6,935,284 

6,224,278 

956,520 

956,520 

$5,978,764 

$5,267,758 

$.257  $227 


Nine  Months  Ended 
September  30th 


1939 

1938 

$64,378,020 

13,728,326 

1,429,053 

1,299,490 

1,009,661 

756,750 

196,079 

$61,175,352 

13,629,256 

1,368,726 

1,242,646 

971,799 

719,658 

223,890 

82,797,379 

79,331,327 

28,844,082 

4,113,969 

7,265,122 

4,130,283 

1,585,828 

5,240,932 

27,878,611 

4,221,974 

6,820,583 

3,761,122 

1,540,534 

5,115,437 

51,180,216 

49,338,261 

31,617,163 

929,183 

29,993,066 

696,049 

32,546,346 

30,689,115 

7,793,862 

383,863 

137,357 

169,306 

413,731 

7,767,531 

396,170 

143,098 

231,363 

387,768 

8,898,119 

28,817 

8,925,930 

171,786 

8,869,302 

8,754,144 

23,677,044 

230,300 

21,934,971 

186,354 

23,446,744 

3,018,592 

21,748,617 

3,001,939 

20,428,152 

1,713,480 

18,746,678 

1,581,127 

18,714,672 

17,165,551 

45,675* 

72,540* 

18,668,997  17,093,011 


135,723 

144,808 

5,048,597 

4,682,010 

23,853,317 

21,919,829 

2,197,482 

2,194,102 

21,655,835 

19,725,727 

2,869,560 

2,869,560 

$18,786,275 

$16,856,167 

$.808 

$.725 

Twelve  Months  Ended 
September  30th 


1939 

1938 

$86,180,651 

18,430,411 

1,753,257 

1,745,716 

1,344,543 

1,018,166 

242,662 

$82,667,801 

18,389,850 

1,695,120 

1,721,078 

1,294,096 

1,002,293 

275,957 

110,715,406 

107,046,195 

38,751,578 

5,816,919 

9,658,917 

5,400,130 

2,119,503 

6,998,723 

38,022,853 

6,158,021 

9,334,745 

4,959,395 

2,072,695 

6,839,507 

68,745,770 

67,387,216 

41,969,636 

1,089,795 

39,658,979 

790,019 

43,059,431 

40,448,998 

10,380,490 

515,233 

177,265 

231,291 

540,659 

10,367,275 

528,383 

242,598 

310,244 

543,974 

11,844,938 

94,634 

11,992,474 

207,290 

11,750,304 

11,785,184 

31,309,127 

288,171 

28,663,814 

241,394 

31,020,956 

4,012,084 

28,422,420 

3,993,385 

27,008,872 

2,206,510 

24,429,035 

2,083,426 

24,802,362 

22,345,609 

68,914* 

109,848* 

24,733,448 

22,235,761 

186,017 

174,773 

6,812,867 

7,017,124 

31,732,332 

2,969,559 

29,427,658 

2,950,157 

28,762,773 

3,826,080 

26,477,501 

3,826,080 

$24,936,693 

$22,651,421 

$1,073 

$.974 

Previous  years’  figures  restated  for  comparative  purposes. 


* Losses. 


The  aVjve  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not  include 
those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia  Gas  Works. 

Figures  for  1939  arc  subject  to  adjustment  and  audit. 
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Report  for  the  quarter  ended  March  31,  1940 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


May  6,  1940. 


To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  three  months  and  twelve 
months  ended  March  31,  1940  and  1939,  is  presented  herewith: 


Three  Months  Ended  Twelve  Months  Ended 

March  31st  March  31st 


1940 

1939 

1940 

1939 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

$5,577,402 

$5,540,851 

$22,803,379 

$22,546,013 

Other  Companies 

1,555,036 

1,554,006 

6,472,794 

5,945,282 

Total  Dividends 

7,132,438 

7,094,857 

29,276,173 

28,491,295 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

59,205 

84,424 

378,537 

338,321 

Total  Income 

7,191,643 

7,179,281 

29,654,710 

28,829,616 

Expenses  : 

Expenses,  Other  than  Taxes 

367,446 

423,652 

1,578,874 

1,712,259 

Taxes 

337,949 

309,313 

1,280,865 

1,151,109 

Total  Expenses 

705,395 

732,965 

2,859,739 

2,863,368 

Net  Operating  Income 

6,486,248 

6,446,316 

26,794,971 

25,966,248 

Other  Deductions  from  Income 

22,081 

25,406 

112,692 

135,097 

Net  Income 

6,464,167 

6,420,910 

26,682,279 

25,831,151 

Income  Appropriated  to  Special  Fund  Reserve,  etc.  . 

670 

641 

3,262 

1,269 

Net  Income  Balance 

6,463,497 

6,420,269 

26,679,017 

25,829,882 

Dividends  on  Preferred  Stock 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  for  Common  Stock 

5,506,977 

5,463,749 

22,852,937 

22,003,802 

Dividends  on  Common  Stock 

5,812,943 

5,812,942 

23,251,767 

23,251,765 

Balance  

$305,<)66d 

$349,193o 

$398,830o 

$l,247,963o 

d — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  three  months  of  1940,  amounted  to 
$1,243,148,  or  5-3^  for  each  share  of  U.G.I.  common  stock,  compared  with  $1,098,813,  or 
4.7^  for  the  corresponding  three  months  of  1939. 


The  income  for  the  quarter  shows  that  dividends  from  subsidiary  and  other  companies 
were  substantially  the  same  as  for  the  corresponding  period  of  1939. 

Interest,  Income  from  Miscellaneous  Investments  and  Other  Income  decreased  $25,000, 
due  to  repayment,  in  part,  of  loans  owing  from  subsidiaries,  and  sale  of  miscellaneous  interest 
bearing  securities  and  temporary  investments  during  1939. 

The  combined  earnings  for  the  quarter  appearing  on  the  following  page,  show  an 
increase  in  operating  revenues  of  approximately  $1,775,000,  or  6.2%.  Electric  revenues 
increased  $1,346,000,  or  6.0%,  and  gas  revenues  increased  $248,000  or  5.1%.  These  sub- 
stantial increases  in  the  two  principal  revenue  classifications  resulted  despite  rate  reductions, 
principally  electric,  which  affected  the  period  by  approximately  $556,000,  largely  in  the 
Philadelphia  Electric  Company  and  The  Connecticut  Light  and  Power  Company  territories. 

Electric  sales  increased  11.6%  and  gas  sales  increased  9-5%  for  the  quarter,  all  classes  of 
sales  participating  in  the  increases.  The  largest  increases  in  both  services  appear  in  sales 
for  industrial  purposes,  although  the  increases  can  be  partly  attributed  to  the  unusually  low 
temperatures  experienced  during  the  period,  principally  affecting  gas  sales. 

Operating  expenses  increased  $1,677,000,  or  9.5%,  due  to  increased  outputs  and  increased 
costs  of  materials  as  well  as  greater  maintenance  expenditures  and  increased  provision  for 
depreciation,  renewals  and  replacements.  Federal  income  taxes  increased  because  of  greater 
earnings  and  an  increase  in  the  tax  rate. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for 
the  three  months  ended  March  31,  1940,  was  $6,750,125,  or  29^  per  share  compared  with 
$6,562,562,  or  28.2 f per  share  for  the  corresponding  period  of  1939. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  June  30,  1940  and  25  per  share  on  the  common  stock  of  your  Company  were  declared 
April  23,  1940,  payable  June  29,  1940,  to  stockholders  of  record  May  31,  1940. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended  March  31st  Twelve  Months  Ended  March  31st 


1940 

1939 

1940 

1939 

Operating  Revenues  op  Utility  Subsidiaries: 

Electric 

$23,683,470 

$22,338,936 

$88,841,704 

$84,097,670 

Gas 

5,172,952 

4,924,239 

18,926,459 

18,560,574 

Ice  and  Cold  Storage 

296,735 

242,516 

1,847,593 

1,665,438 

Transportation 

465,738 

417,432 

1,733,513 

1,604,087 

Water 

327,579 

310,651 

1,380,151 

1,319,062 

Steam  Heat 

501,951 

439,003 

1,110,675 

985,867 

Other 

46,783 

48,951 

241,972 

264,836 

Total  Operating  Revenues 

30,497,208 

28,721,728 

114,082,067 

108,497,534 

Operating  Expenses: 

Ordinary 

10,750,580 

9,857,200 

41,166,791 

38,331,703 

Maintenance 

1,717,745 

1,305,847 

6,089,333 

5,826,786 

Provision  for  Depreciation,  Renewals  and  Replacements  . 

2,706,813 

2,558,898 

10,369,426 

9,418,333 

Provision  for  Federal  Income  Taxes 

1,705,211 

1,549,154 

5,517,682 

5,274,473 

Provision  for  Other  Federal  Taxes 

576,722 

551,054 

2,150,356 

2,094,433 

Provision  for  State  and  Local  Taxes 

1,869,413 

1,826,996 

7,054,127 

6,970,298 

Total  Operating  Expenses  ....  .... 

19,326,484 

17,649,149 

72,347,715 

67,916,026 

Operating  Incomb 

11,170,724 

11,072,579 

41,734,352 

40,581,508 

Non-Operating  Income  ...  

222,450 

107,246 

1,186,655 

844,116 

Gross  Income 

11,393,174 

11,179,825 

42,921,007 

41,425,624 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

2,575,477 

2,604,256 

10,351,325 

10,368,572 

127,821 

127,513 

517,348 

522,667 

Taxes  Assumed  on  Interest 

43,914 

46,557 

173,674 

181,795 

Other  Interest 

55,286 

60,792 

231,152 

286,534 

Other  Deductions 

134,487 

34,822 

229,128 

106,807 

Total 

2,936,985 

2,873,940 

11,502,627 

11,466,375 

Less — Interest  Charged  to  Construction 

20,147 

8,301 

59,613 

206,710 

Total  Income  Deductions 

2,916,838 

2,865,639 

11,443,014 

11,259,665 

Nbt  Incomb  op  Utility  Subsidiaries 

8,476,336 

8,314,186 

31,477,993 

30,165,959 

Sinking  and  Other  Fund  Appropriations  of  Net  Income. 

89,016 

63,363 

297,079 

251,366 

Balance  

8,387,320 

8,250,823 

31,180,914 

29,914,593 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions  . 

1,018,419 

1,003,006 

4,115,382 

4,041,687 

Earnings  Available  for  Common  Stocks  of  Utility  Sub- 

sidiaries 

7,368,901 

7,247,817 

27,065,532 

25,872,906 

Less — Minority  and  Former  Interests 

566,228 

617,982 

2,161,672 

2,134,166 

Balance  op  Earnings  op  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

Earnings  op  Non-Utility  Subsidiaries  Applicable  to  The 

6,802,673 

6,629,835 

24,903,860 

23,738,740 

U.G.I.  Co 

3,285* 

10,615* 

41,932 

43,612 

Earnings  of  Subsidiaries  Applicable  to  Thb  U.G.I.  Co. 

6,799,388 

6,619,220 

24,945,792 

23,782,352 

Deferred  Dividends  on  Cumulative  Preferred  Stocks  op 
Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 

Above  

19,900 

19,900 

81,665 

93,529 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

1,615,503 

1,638,974 

6,855,129 

6,285,780 

Total 

8,434,791 

8,278,094 

31,882,586 

30,161,661 

Expenses,  Taxes  and  Other  Deductions 

728,146 

759,012 

2,975,693 

2,999,734 

Balance  Applicable  to  Capital  Stocks  op  The  U.G.I.  Co. 

7,706,645 

7,519,082 

28,906,893 

27,161,927 

Dividends  on  $5  Dividend  Preferred  Stock 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 

$6,750,125 

$6,562,562 

$25,080,813 

$23,335,847 

Earnings  per  Share 

$.290 

$.282 

$1,079 

$1,004 

Previous  years’  figures  restated  for  comparative  purposes.  * Losses. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and 
does  not  include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia 
Gas  Works. 

Figures  for  1010  arc  subject  to  adjustment  and  audit. 
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Incorporated  in  Pennsylvania 


NOTE. 

The  information  herein  contained  is  furnished  ■ i ton 
your  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  furnished  in 
connection  with  any  sales  or  purchases  of  stoc  -s  and 
securities  or  other  business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 
subjected  to  audit,  and  is  subject  to  final  adjustments  at 
the  end  of  the  year. 


Report  for  the  quarter  ended  June  30,  1940 


C J 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


July  29,  1940. 


To  the  Stockholders: 


A summarized  income  statement  of 

your  Company  for  the 

six  months  and  twelve 

months  ended  June  30,  1940  and  1939,  is 

presented  herewith: 

Six  Months  Ended 

Twelve  Months  Ended 

June 

30th 

June 

30th 

1940 

1939 

1940 

1939 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

. $11,237,483 

$11,196,009 

$22,808,302 

$22,630,288 

Other  Companies 

3,124,181 

3,107,986 

6,487,958 

6,145,843 

Total  Dividends 

. 14,361,664 

14,303,995 

29,296,260 

28,776,131 

Interest,  Income  from  Miscellaneous  Investments 

and  Other  Income 

118,438 

172,123 

350,072 

327,320 

Total  Income 

14,480,102 

14,476,118 

29,646,332 

29,103,451 

Expenses: 

Expenses,  Other  than  Taxes 

743,530 

834,099 

1,544,511 

1,695,334 

Taxes 

735,440 

621,127 

1,366,542 

1,181,875 

Total  Expenses 

1,478,970 

1,455,226 

2,911,053 

2,877,209 

Net  Operating  Income 

13,001,132 

13,020,892 

26,735,279 

26,226,242 

Other  Deductions  from  Income 

48,030 

53,374 

110,673 

117,698 

Net  Income 

12,953,102 

12,967,518 

26,624,606 

26,108,544 

Income  Appropriated  to  Special  Fund  Reserve,  etc.  . 1,584 

641 

4,176 

1,269 

Net  Income  Balance 

12,951,518 

12,966,877 

26,620,430 

26,107,275 

Dividends  on  Preferred  Stock 

1,913,040 

1,913,040 

3,826,080 

3,826,080 

Balance  for  Common  Stock 

11,038,478 

11,053,837 

22,794,350 

22,281,195 

Dividends  on  Common  Stock 

11,625,886 

11,625,883 

23,251,770 

23,251,765 

Deficit 

$587,408 

$572,046 

$457,420 

$970,570 

Previous  years'  figures  restated  for  comparative  purposes. 


Figures  for  1940  are  subject  to  adjustment  and  audit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  six  months  of  1940,  amounted  to 
$1,515,973  or  6.5^  for  each  share  of  U.G.I.  Common  Stock,  compared  with  $1,588,773,  or 
6.8^  for  the  corresponding  six  months  of  1939. 


The  Income  Statement  shows  an  increase  of  $114,000,  or  18.4%,  in  provision  for  taxes 
for  the  six  months  ended  June  30,  1940,  as  compared  with  the  corresponding  period  of  1939, 
mainly  due  to  an  increase  in  tax  rates  under  the  new  “Revenue  Act  of  1940,’’  which  was 
approved  on  June  25,  1940,  retroactive  to  January  1,  1940.  The  “Revenue  Act  of  1940”  was 
enacted  to  provide  funds  to  meet  expenses  of  national  preparedness. 

The  Combined  Earnings  for  the  three,  six  and  twelve  months  ended  June  30,  1940, 
appear  on  the  following  page. 

For  the  three  months  ended  June  30th,  Total  Operating  Revenues  of  the  Utility  Sub- 
sidiaries increased  $1,586,000,  or  5-8%,  compared  with  $1,775,000,  or  6.2%  for  the  March 
quarter. 

Electric  Revenues,  which  represent  approximately  77%  of  Total  Operating  Revenues, 
increased  $1,342,000,  or  6.4%,  and  Gas  Revenues  increased  $150,000,  or  3.2%.  Rate  reduc- 
tions for  these  services  are  estimated  to  have  adversely  affected  such  revenues  for  the  quarter 
to  the  extent  of  approximately  $211,000. 

Electric  Sales  and  Gas  Sales  for  the  June  quarter  increased  9.1%  and  6.0%,  respectively, 
over  the  corresponding  period  of  1939.  This  compares  with  increases  of  11.6%  in  Electric 
Sales  and  9-5%  in  Gas  Sales  for  the  March  quarter. 

Total  Operating  Expenses  for  the  quarter  increased  $1,792,000,  the  provision  for  taxes 
alone  showing  an  increase  of  $997,909,  of  which  $731,373  was  applicable  to  the  June  quarter, 
the  balance  being  the  adjustment  for  additional  taxes  applicable  to  the  March  quarter  under 
the  new  Revenue  Act  of  1940,  previously  mentioned. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for 
the  three  months  ended  June  30,  1940,  was  $5,804,326,  after  providing  for  the  full  six  months’ 
proportion  of  the  additional  Federal  taxes.  Were  it  not  for  the  inclusion  of  the  tax  adjust- 
ment applicable  to  the  March  quarter,  these  earnings  would  have  been  $6,082,536,  or  prac- 
tically the  same  as  the  earnings  for  the  corresponding  quarter  of  1939. 

For  the  six  months’  period,  total  operating  revenues  increased  approximately  $3,361,000, 
or  6%.  Total  operating  expenses  increased  $3,469,000,  of  which  $1,222,000  represents  the 
additional  provision  for  taxes,  an  increase  of  16.3%  over  the  corresponding  period  of  1939. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for  the 
six  months,  was  $12,554,451,  or  54^  per  share,  compared  with  $12,642,610,  or  54.4^  per 
share  for  the  corresponding  period  of  1939. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  Preferred  Stock  for  the  quarter 
ending  September  30,  1940,  and  25^  per  share  on  the  Common  Stock  of  your  Company  were 
declared  June  25,  1940,  payable  September  30,  1940,  to  stockholders  of  record  August  30,  1940. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Operating  Revenues  op  Utility  Subsidiaries: 

Electric 

Gas 

Ice  and  Cold  Storage 

Transportation 

Water 

Steam  Heat 

Other 

Total  Operating  Revenues 

Operating  Expenses: 

Ordinary 

Maintenance 

Provision  for  Depreciation,  Renewals  and  Replacements  . 

Provision  for  Federal  Income  Taxes 

Provision  for  Other  Federal  Taxes 

Provision  for  State  and  Local  Taxes 

Total  Operating  Expenses 

Operating  Income 

Non-Operating  Income 

Gross  Incomb 

Income  Deductions: 

Interest  on  Long  Term  Debt 

Amortization  oF  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest 

Other  Deductions 

Total 

Less — Interest  Charged  to  Construction 

Total  Income  Deductions 

Nbt  Income  of  Utility  Subsidiaries 

Sinking  and  Other  Fund  Appropriations  of  Net  Income. 

Balancb 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions  . 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  and  Former  Interests 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

Thb  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  Thb  U.G.I.  Co. 
Deferred  Dividends  on  Cumulative  Preferred  Stocks  of 
Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 

Above  

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

Total 

Expenses,  Taxes  and  Other  Deductions 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  $5  Dividend  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 
Earnings  per  Share 


Three  Months  Ended 


June 

30th 

1940 

1939 

$22,368,932 

$21,026,418 

4,810,453 

4,659,868 

508,610 

512,134 

473,228 

423,783 

350,986 

325,532 

290,383 

269,150 

73,827 

73,253 

28,876,419 

27,290,138 

10,111,751 

9,697,708 

1,636,821 

1,376,199 

2,562,107 

2,442,747 

2,233,130 

1,329,648 

570,755 

503,416 

1,770,274 

1,743,186 

18,884,838 

17,092,904 

9,991,581 

10,197,234 

474,012 

441,311 

10,465,593  10,638,545 


2,562,846 

126,546 

44,261 

64,119 

85,066 

2,598,913 

129,751 

42,886 

57,533 

37,594 

2,882,838 

25,905 

2,866,677 

7,443 

2,856,933 

2,859,234 

7,608,660 

83,484 

7,779,311 

69,668 

7,525,176 

1,027,496 

7,709,643 

1,023,025 

6,497,680 

582,006 

6,686,618 

563,976 

5,915,674 

6,120,642 

3,539* 

3,898 

5,912,135 

6,124,540 

19,825 

19,901 

1,629,324 

1,642,356 

7,561,284 

800,438 

7,786,797 

750,229 

6,760,846 

956,520 

7,036,568 

956,520 

$5,804,326 

$6,080,048 

$.250 

$.262 

Six  Months  Ended 


June 

30th 

1940 

1939 

$46,054,402 

$43,365,354 

9,983,405 

9,584,107 

805,345 

754,650 

938,966 

841,215 

678,565 

636,183 

792,334 

708,153 

120,610 

122,204 

59,373,627 

56,011,866 

20,862,331 

19,554,908 

3,354,566 

2,682,046 

5,268,920 

5,001,645 

3,938,341 

2,878,802 

1,147,477 

1,054,470 

3,639,687 

3,570,182 

38,211,322 

34,742,053 

21,162,305 

21,269,813 

696,462 

548,557 

21,858,767 

21,818,370 

5,138,323 

5,203,169 

254,367 

257,264 

88,175 

89,443 

119,405 

118,325 

219,553 

72,416 

5,819,823 

5,740,617 

46,052 

15,744 

5,773,771 

5,724,873 

16,084,996 

16,093,497 

172,500 

133,031 

15,912,496 

15,960,466 

2,045,915 

2,026,031 

13,866,581 

13,934,435 

1,148,234 

1,183,958 

12,718,347 

12,750,477 

6,824* 

6,717* 

12,711,523 

12,743,760 

39,725 

39,801 

3,244,827 

3,281,330 

15,996,075 

16,064,891 

1,528,584 

1,509,241 

14,467,491 

14,555,650 

1,913,040 

1,913,040 

$12,554,451 

$12,642,610 

$.540 

$.544 

Twelve  Months  Ended 
June  30th 


1940 

1939 

$90,184,217 

19,077,046 

1,844,071 

1,782,957 

1,405,604 

1,131,909 

242,546 

$85,182,943 

18,597,128 

1,731,566 

1,623,673 

1,338,190 

1,011,735 

253,157 

115,668,350 

109,738,392 

41,580,959 

6,349,825 

10,488,792 

6,421,168 

2,217,692 

7,081,213 

38,747,630 

5,755,352 

9,616,831 

5,394,140 

2,083,661 

7,028,948 

74,139,649 

68,626,562 

41,528,701 

1,219,354 

41,111,830 

961,651 

42,748,055 

42,073,481 

10,311,756 

514,143 

171,885 

240,904 

279,767 

10,376,011 

520,304 

179,952 

262,170 

116,026 

11,518,455 

77,741 

11,454,463 

160,037 

11,440,714 

11,294,426 

31,307,341 

310,895 

30,779,055 

259,960 

30,996,446 

4,119,850 

30,519,095 

4,052,182 

26,876,596 

2,177,701 

26,466,913 

2,182,123 

24,698,895 

24,284,790 

34,495 

43,182 

24,733,390  24,327,972 


81,589 

79,600 

6,842,096 

6,475,473 

31,657,075 

30,883,045 

3,025,902 

2,996,176 

28,631,173 

27,886,869 

3,826,080 

3,826,080 

$24,805,093 

$24,060,789 

$1,067 

$1,035 

Previous  years'  figures  restated  for  comparative  purposes.  * Losses. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not  include 
those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia  Gas  Works. 

Pigures  for  1940  are  subject  to  adjustment  and  audit. 


Printed  in  United  State*  of  America. 
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THE  LIBRAi?r  Oh  h,b 


ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


NOTE. 

The  information  herein  contained  is  furnished  ur>on 
your  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  furnished  in 
connection  with  any  sales  or  purchases  of  stocks  and 
securities  or  other  business  transactions.  The  information 
in  part  is  an  interim  statement  which  has  not  been 
sui  -cted  to  audit,  and  is  subject  to  final  adjustments  at 
tlij...  yid  01  the  year. 


Report  for  the  quarter  ended  September  30,  1940 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 

November  1,  1940. 

To  the  Stockholders: 

A summarized  income  statement  of  your  Company  for  the  nine  months  and  twelve  months 
ended  September  30,  1940  and  1939,  is  presented  herewith: 


Nine  Months  Ended  Twelve  Months  Ended 

September  30th  September  30th 


1940 

1939 

1940 

1939 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

$16,800,559 

$16,734,406 

$22,832,981 

$22,619,877 

Other  Companies 

4,697,481 

4,780,504 

6,388,740 

6,464,917 

Total  Dividends 

21,498,040 

21,514,910 

29,221,721 

29,084,794 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

189,845 

292,050 

301,551 

371,363 

Total  Income 

21,687,885 

21,806,960 

29,523,272 

29,456,157 

Expenses  : 

Expenses,  Other  than  Taxes 

1,088,734 

1,216,877 

1,506,938 

1,678,513 

Provision  for  Taxes 

1,192,404 

933,812 

1,510,820 

1,214,199 

Total  Expenses 

2,281,138 

2,150,689 

3,017,758 

2,892,712 

Net  Operating  Income 

19,406,747 

19,656,271 

26,505,514 

26,563,445 

Other  Deductions  from  Income 

77,439 

85,172 

108,284 

115,226 

Net  Income 

19,329,308 

19,571,099 

26,397,230 

26,448,219 

Income  Appropriated  to  Special  Fund  Reserve,  Etc.  . 

2,252 

2,330 

3,155 

2,330 

Net  Income  Balance 

19,327,056 

19,568,769 

26,394,075 

26,445,889 

Dividends  on  Preferred  Stock 

2,869,560 

2,869,560 

3,826,080 

3,826,080 

Balance  for  Common  Stock 

16,457,496 

16,699,209 

22,567,995 

22,619,809 

Dividends  on  Common  Stock 

17,438,830 

17,438,823 

23,251,772 

23,251,765 

Deficit 

$ 981,334 

$739,614 

$683,777 

$631,956 

See  applicable  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only 
(as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which 
appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings  of  sub- 
sidiaries applicable  to  your  Company,  which,  for  the  nine  months  of  1940,  amounted  to 
$1,148,629  or  4.9^  for  each  share  of  U.G.I.  common  stock,  compared  with  $1,838,016,  or 
7 9^  for  the  corresponding  nine  months  of  1939. 

The  income  statement  shows  an  increase  of  $258,000,  or  27.7%,  in  provision  for  taxes 
for  the  nine  months  ended  September  30,  1940,  as  compared  with  the  corresponding  period 
of  1939,  mainly  due  to  an  increase  in  the  normal  income  tax  rate  under  the  Revenue  Acts  of 
1940,  retroactive  to  January  1,  1940. 


The  combined  earnings  for  the  three,  nine  and  twelve  months  ended  September  30,  1940, 
appear  on  the  following  page. 

For  the  three  months  ended  September  30th,  total  operating  revenues  of  the  utility 
subsidiaries  increased  $1,583,000,  or  5.9%,  compared  with  the  corresponding  quarter  of 
last  year. 

Electric  revenues,  which  represent  approximately  78%  of  total  operating  revenues, 
increased  $1,377,000,  or  6.6%,  and  gas  revenues  increased  $183,000,  or  4.3%.  Rate  reduc- 
tions for  these  services  are  estimated  to  have  adversely  affected  such  revenues  for  the  quarter 
to  the  extent  of  approximately  $134,000. 

Electric  sales  and  gas  sales  for  the  September  quarter  increased  9%  and  6.5%,  respectively, 
over  the  corresponding  period  of  1939. 

Total  operating  expenses,  including  taxes,  for  the  quarter  increased  $2,236,000,  the 
provision  for  taxes  alone  showing  an  increase  of  $1,522,000,  of  which  $938,000  was  applicable 
to  the  September  quarter,  the  balance  being  the  adjustment  for  additional  normal  income 
taxes  applicable  to  the  March  and  June  quarters  under  the  “Second  Revenue  Act  of  1940.” 
No  provision  has  been  made  for  excess  profits  taxes,  as  such  taxes  are  not  determinable  until 
the  close  of  the  fiscal  year. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for  the 
three  months  ended  September  30,  1940,  was  $5,051,674,  after  providing  for  the  full  nine 
months’  proportion  of  the  additional  federal  taxes.  Were  it  not  for  the  inclusion  of  the 
adjustment  for  taxes  applicable  to  the  March  and  June  quarters,  these  earnings  would  have 
been  $5,651,435-  However,  it  is  significant  that  the  balance  of  combined  earnings  for  the 
quarter  would  have  been  approximately  $6,300,000  as  compared  with  $5,894,615  for  the 
corresponding  quarter  of  1939,  had  it  not  been  for  the  increase  in  the  normal  income  tax  rate 
imposed  by  the  1940  Revenue  Acts. 

For  the  nine  months’  period,  total  operating  revenues  increased  approximately  $4,945,000, 
or  6%.  Total  operating  expenses  increased  $5,705,000,  of  which  $2,745,000  represents  the 
additional  provision  for  taxes,  an  increase  of  25-5%  over  the  corresponding  period  of  1939. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for 
the  nine  months,  was  $17,606,125,  or  76^  per  share.  Here  again  we  see  the  effect  of  increased 
taxes.  If  there  had  been  no  increase  in  the  normal  income  tax  rate,  combined  earnings  for 
the  nine  months  would  have  been  approximately  $19,800,000  or  85^  per  share,  compared  with 
$18,537,225  or  80j£  per  share  for  the  corresponding  period  of  1939. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter  end- 
ing December  31,  1940,  and  25 per  share  on  the  common  stock  of  your  Company  were  declared 
October  22,  1940,  payable  December  23,  1940,  to  stockholders  of  record  November  29,  1940. 

John  E.  Zimmermann, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended 
'•September  30th 


Nine  Months  Ended 
September  30th 


Twelve  Months  Ended 
September  30th 


• mo 

Operating  Revenues  op  Utility  Subsidiaries: 

Electric $22,391,131 

Gas 4,4(^9,578 

Ice  and  Cold  Storage 604,076 

Transportation 441,283 

Water  419,871 

Steam  Heat 46,008 

Other 73,734 

Total  Operating  Rbvenues 28,445,681 


Operating  Expenses: 

Ordinary 10,128,639 

Maintenance 1,701,801 

Total  Regular  Expenses 11,830,440 

Provision  for  Depreciation,  Renewals  and  Replacements  . 2,564,720 

Provision  for  Federal  Income  Taxes 2,541,177 

Provision  for  Other  Federal  Taxes 581,285 

Provision  for  State  and  Local  Taxes 1,682,523 

Total  Taxes 4,804,985 

Total  Operating  Expenses 19,200,145 

Operating  Income 9,245,536 

Non-Operating  Incomb 390,582 

Gross  Incomb 9,636,118 


Income  Deductions: 

Interest  on  Lone  Term  Debt 2,563,622 

Amortization  of  Debt  Discount,  Premium  and  Expense  . . 126,718 

Taxes  Assumed  on  Interest 43,528 

Other  Interest 71,626 

Other  Deductions 85,125 

Total 2,890,619 

Less — Interest  Charged  to  Construction 39,694 

Total  Income  Deductions 2,850,925 

Net  Income  op  Utility  Subsidiaries 6,785,193 

Sinking  and  Other  Fund  Appropriations  of  Net  Income.  . 49,644 

Balancb 6,735,549 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions.  1,072,201 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 
sidiaries   5,663,348 

Less — Minority  and  Former  Interests 485,097 

Balance  op  Earnings  op  Utility  Subsidiaries  Applicable  to 

Thb  U.G.I.  Co 5,178,251 

Earnings  op  Non-Utility  Subsidiaries  Applicable  to  The 

U.G.I.  Co 3,533* 

Earnings  op  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . . 5,174,718 

Deferred  Dividends  on  Cumulative  Preferred  Stocks  of 
Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 

Above 20,069 

Other  Incomb  op  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 1,645,652 

Total 6,840,439 

Expenses,  Taxes  and  Other  Deductions 832,245 

Balance  Applicable  to  Capital  Stocks  op  Thb  U.G.I.  Co.  . . 6,008,194 

Dividends  on  $5  Dividend  Preferred  Stock 956,520 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . $5,051,674 

Earnings  per  Share $.217 


1939 

1940 

1939 

1940 

1939 

$21,013,239 

$68,445,533 

$64,378,593 

$91,562,115 

$86,181,420 

4,286,073 

14,452,983 

13,870,180 

19,260,547 

18,622,894 

681,521 

1,409,421 

1,436,171 

1,766,626 

1,761,884 

390,226 

1,380,249 

1,231,441 

1,834,014 

1,652,216 

373,478 

1,098,436 

1,009,661 

1,451,997 

1,344,543 

43,385 

838,342 

751,538 

1,134,533 

1,010,234 

73,875 

194,344 

196,079 

242,405 

242,662 

26,861,797 

87,819,308 

82,873,663 

117,252,237 

110,815,853 

9,842,338 

30,990,970 

29,397,246 

41,867,260 

39,418,855 

1,445,203 

5,056,367 

4,127,249 

6,606,431 

5,829,247 

11,287,541 

36,047,337 

33,524,495 

48,473,691 

45,248,102 

2,394,538 

7,833,640 

7,396,183 

10,658,965 

9,792,251 

1,108,077 

6,479,518 

3,986,879 

7,854,265 

5,255,310 

517,353 

1,728,762 

1,571,823 

2,281,628 

2,107,997 

1,656,606 

5,322,210 

5,226,788 

7,107,127 

6,989,331 

3,282,036 

13,530,490 

10,785,490 

17,243,020 

14,352,638 

16,964,115 

57,411,467 

51,706,168 

76,375,676 

69,392,991 

9,897,682 

30,407,841 

31,167,495 

40,876,561 

41,422,862 

330,420 

1,087,044 

878,977 

1,279,511 

1,039,985 

10,228,102 

31,494,885 

32,046,472 

42,156,072 

42,462,847 

2,593,032 

7,701,945 

7,796,201 

10,285,845 

10,383,740 

130,052 

381,085 

387,316 

510,813 

518,683 

49,368 

131,703 

138,811 

169,208 

178,722 

53,303 

191,031 

171,628 

255,879 

233,852 

30,075 

304,678 

102,491 

331,650 

122,719 

2,855,830 

8,710,442 

8,596,447 

11,553,395 

11,437,716 

13,047 

85,746 

28,791 

104,536 

94,795 

2,842,783 

8,624,696 

8,567,656 

11,448,859 

11,342,921 

7,385,319 

22,870,189 

23,478,816 

30,707,213 

31,119,926 

69,777 

222,144 

202,808 

290,763 

260,680 

7,315,542 

22,648,045 

23,276,008 

30,416,450 

30,859,246 

1,059,397 

3,118,116 

3,085,428 

4,132,658 

4,088,679 

6,256,145 

19,529,929 

20,190,580 

26,283,792 

26,770,567 

521,135 

1,633,331 

1,705,093 

2,141,660 

2,197,386 

5,735,010 

17,896,598 

18,485,487 

24,142,132 

24,573,181 

31,734 

10,357* 

25,017 

772* 

32,173 

5,766,744 

17,886,241 

18,510,504 

24,141,360 

24,605,354 

19,967 

59,794 

59,768 

81,684 

79,668 

1,793,374 

4,890,479 

5,074,704 

6,694,373 

6,838,974 

7,580,085 

22,836,514 

23,644,976 

30,917,417 

31,523,996 

728,950 

2,360,829 

2,238,191 

3,129,197 

3,010,268 

6,851,135 

20,475,685 

21,406,785 

27,788,220 

28,513,728 

956,520 

2,869,560 

2,869,560 

3,826,080 

3,826,080 

$5,894,615 

$17,606,125 

$18,537,225 

$23,962,140 

$24,687,648 

$.253 

$.757 

$.797 

$1,031 

$1,062 

Previous  years'  figures  restated  for  comparative  purposes. 


* Losses. 


The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not  include 
those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operation  of  the  City  of  Philadelphia  Gas  Works. 

The  above  statement  for  three  months  ended  September  30.  1940,  includes  tax  adjustment  applicable  to  six  months  ended  June  30,  1940,  due  to  the  ' Second  Revenue 
Act  of  1940”,  approved  October  8,  1940.  retroactive  to  January  1,  1940.  Were  it  not  for  this  adjustment,  the  Balance  Applicable  to  Common  Stock  of  ihe 
U.G.I.  Co.  would  be  $5,651,435,  or  $.243  per  share,  instead  of  $5,051,674,  or  $.217  per  share. 

The  above  figures  do  not  include  any  provision  for  excess  profits  taxes  under  the  "Second  Revenue  Act  of  1940”,  effective  January  1,  1940,  as  such  taxes  cannot  be 
determined  until  the  close  of  the  fiscal  year. 


Figures  for  1940  are  subject  to  adjustment  and  audit. 


Printed  in  United  States  of  America 


The 


United  Gas  Improvement 

Company 


ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


Preliminary  Report  for  year  ended  December  31,  1940 


NOTE. 

The  information  herein  contained  i 
your  request  and  is  not  a representation 
respect  of  any  stock  or  securitv,  and  is 
connection  with  any  sales  or  purchase 

securities  or  other  business  transactions. 


r prospectus 

of  stocks  a 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 


February  5,  1941. 

To  the  Stockholders: 

There  is  presented  herewith  a preliminary  income  statement  for  the  year  1940,  which  is  subject  to  final 
verification  by  the  auditors.  The  Company’s  annual  report  to  the  stockholders,  which  will  be  mailed  the 
latter  part  of  March,  will  contain  information  with  respect  to  the  Company  and  its  subsidiaries,  together 
with  the  usual  audited  financial  statements. 


The  Company’s  income  and  expenses  for  the  years 

1940,  1939  and  1938  are 

summarized  as 

follows: 

1940 

1939 

1938 

Total  Income 

. . . $29,469,365 

$29,642,348 

$29,020,128 

Expenses,  including  Taxes 

. . . 2,954,747 

2,887,310 

2,827,001 

Net  Operating  Income 

. . . 26,514,618 

26,755,038 

26,193,127 

Other  Deductions  and  Appropriations  from  Income 

. . . 123,269 

119,249 

139,177 

Net  Income  Balance 

. . . 26,391,349 

26,635,789 

26,053,950 

Dividends  on  Preferred  Stock 

. . . 3,826,080 

3,826,080 

3,826,080 

Balance  for  Common  Stock 

. . . 22,565,269 

22,809,709 

22,227,870 

Dividends  on  Common  Stock 

. . . 23,251,774 

23,251,766 

23,251,764 

Deficit 

. . . $686,505 

$ 442,057 

$1,023,894 

Total  income  of  $29,469,365  for  the  year  1940  includes  dividends  amounting  to  $29,142,702,  of  which 
$22,740,734  represents  dividends  from  subsidiary  companies,  and  $6,401,968  dividends  from  other  companies. 
Dividends  from  subsidiaries  decreased  $26,094,  as  a result  of  increases  and  decreases  in  various  companies,  and 
those  from  other  companies  decreased  $69,796,  compared  with  1939.  The  decrease  in  dividends  from  other 
companies  is  due  principally  to  a reduction  of  $201,749  in  dividends  from  Public  Service  Corporation  of  New 
Jersey,  which  paid  $2.40  per  share  on  its  common  stock  in  1940,  compared  with  $2.50  in  1939,  partly  offset  by  a 
dividend  of  $113,489  received  from  Niagara  Hudson  Power  Corporation,  which  paid  15j£  per  share  on  its  com- 
mon stock  in  1940  and  nothing  in  1939. 

Income,  other  than  dividends,  decreased  $77,093  due  principally  to  having  disposed  of  temporary  cash 
investments  in  1939  and  redemption  or  sale  of  certain  other  interest  bearing  investments. 

While  provision  for  taxes  increased  $233,756,  there  was  a decrease  of  $166,319  in  other  expenses.  The 
increase  in  taxes  is  due  to  increase  of  $315,713  for  federal  net  income  taxes  principally  because  of  an  increase 
in  rate,  partly  offset  by  a decrease  in  provision  for  other  taxes.  The  decrease  in  expenses  other  than  taxes  is 
largely  due  to  a reduction  in  personnel  in  the  Research  and  Laboratory  Division,  including  the  transfer  of  certain 
employees  to  the  experimental  plant  of  the  Ugite  Sales  Corporation  at  Chester,  a wholly  owned  subsidiary 
of  the  Company. 


The  regular  quarterly  dividend  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter  ending  March  31, 
1941,  and  a dividend  of  20j i per  share  on  the  common  stock  of  your  Company  were  declared  January  28,  1941, 
payable  March  31,  1941,  to  stockholders  of  record  February  28,  1941. 

In  reducing  the  dividend  rate  on  the  common  stock,  the  Directors  of  the  Company  were  influenced  by  the 
fact  that  the  income  of  U.G.I.  for  the  years  1938,  1939  and  1940  was  less  than  the  dividend  of  $1.00  per  share 
declared  for  those  years;  that,  in  the  opinion  of  the  management,  even  with  no  provision  for  increased  taxation 
which  will  likely  have  to  be  met,  the  income  for  the  current  year  will  again  be  insufficient  to  meet  a dividend  of 
$1.00  a share,  and  that  it  would  be  unwise  to  continue  to  pay  for  the  fourth  consecutive  year  a dividend  which 
has  not  been  currently  earned.  In  declaring  a dividend  of  20 ^ a share  the  Directors  further  had  in  mind  that  it 
was  desirable  to  establish  a dividend  rate  which  it  is  hoped  can  be  maintained  for  at  least  the  balance  of  the  year. 

On  January  22,  1941,  the  Company  received  from  the  Securities  and  Exchange  Commission  its  report  and 
statement  of  tentative  conclusions  with  respect  to  The  United  Gas  Improvement  Company’s  System  under  the 
integration  requirements  of  the  Holding  Company  Act.  In  connection  with  the  report  of  the  Commission, 
Chairman  Frank  issued  a statement,  in  which  he  said  in  part, 

“It  is  important  to  note  that  these  matters  will  be  tried  in  the  usual  way,  both  as  to  the  law  and  the 
facts.  The  holding  company  will  have  every  opportunity  to  present  its  views  in  formal  proceedings  if  it 
disagrees  with  the  Commission’s  view  of  the  law.  And  of  course  it  may  introduce  such  factual  evidence 
as  may  be  necessary  to  contend  against  the  Commission’s  views  as  to  which  is  the  proper  geographical  area 
for  its  operations.  And,  if  it  disagrees  with  the  Commission’s  final  decision  as  to  either  or  both  of  these 
matters,  it  may  carry  the  case  to  the  Courts  in  the  regular  manner.  The  Commission  has,  in  short,  merely 
presented  its  tentative  views  as  to  how  these  matters  should  be  decided  in  order  to  sharpen  the  issues  and 
subject  to  a full  hearing.” 

While  the  Company  does  not  agree  with  the  tentative  conclusions  of  the  Commission  nor  with  the  Com- 
mission’s view  of  the  law,  it  will  be  prepared  to  discuss  the  issues  presented  in  this  proceeding,  at  the  hearing 
which  the  Commission  has  fixed  for  February  6,  1941. 

At  a meeting  of  the  Board  of  Directors  held  December  27,  1940,  John  E.  Zimmermann,  President  of  the 
Company  since  1929,  was  elected  Chairman  of  the  Board  and  will  continue  as  Chairman  of  the  Executive  Com- 
mittee. As  Chairman  of  the  Board  he  will  be  the  Senior  Executive  Officer,  having  general  direction  of  the  business 
and  affairs  of  the  Company.  William  W.  Bodine  was  elected  President  and  will  be  the  Executive  Officer  in  charge 
of  the  active  management  of  the  Company. 

Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 

INCOME  STATEMENT 


For  Twelve  Months  Ended  December  31st 


Incomb: 

Dividends : 

Subsidiaries,  Majority  Owned: 

Consolidated 

Other  Companies 

Total 

Interest : 

Subsidiaries,  Majority  Owned: 

Consolidated 

Not  Consolidated 

Other  Statutory  Subsidiary 

Other  Companies 

Total 

Income  from  Miscellaneous  Investments 

Income  from  Special  Fund 

Other  Income 

Total  Income 

Expenses: 

Salaries,  Traveling  Expenses,  Office  Rentals,  Supplies,  Etc. 

General  Expenses 

Sub-Total 

Provision  for  Federal  Taxes 

Provision  for  Pennsylvania  State  Taxes 

Sub-Total 

Total  Expenses 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve,  Etc. 

Net  Income  Balance 

Dividends  on  $5  Dividend  Preferred  Stock  .... 
Balance  Available  for  Common  Stock  and  Surplus  . 

Dividends  on  Common  Stock 

Deficit 


1940 

1939 

1938 

$22,740,734 

$22,766,828 

$22,576,026 

6,401,968 

6,471,764 

6,048,429 

29,142,702 

29,238,592 

28,624,455 

75,610 

115,240 

134,943 

32,895 

— 

— 

— 

636 

1,000 

74,812 

84,514 

47,067 

183,317 

200,390 

183,010 

17,235 

11,490 

126 

1,335 

1,301 

1,241 

124,776 

190,575 

211,296 

29,469,365 

29,642,348 

29,020,128 

1,166,451 

1,345,209 

1,377,486 

302,311 

289,872 

326,011 

1,468,762 

1,635,081 

1,703,497 

1,048,171 

728,215 

718,680 

437,814 

524,014 

404,824 

1,485,985 

1,252,229 

1,123,504 

2,954,747 

2,887,310 

2,827,001 

26,514,618 

26,755,038 

26,193,127 

121,017 

116,016 

137,936 

26,393,601 

26,639,022 

26,055,191 

2,252 

3,233 

1,241 

26,391,349 

26,635,789 

26,053,950 

3,826,080 

3,826,080 

3,826,080 

22,565,269 

22,809,709 

22,227,870 

23,251,774 

23,251,766 

23,251,764 

$686,50$ 

$442,037 

$1,023,894 

1939  and  1938  figures  restated  for  comparative  purposes. 

Notes: — 

1.  The  above  figures  do  not  include  net  amounts  of  $4,083  in  1940,  $1,311,700  in  1939  and  $2,467,346  in  1938  debited  to  Contingent  Reserve. 

2.  The  present  practice  of  the  Company  with  respect  to  dividends  is  to  record  them  as  income  when  received.  Where,  in  the  past,  certain  dividends  receivable 

had  been  accrued  at  the  end  of  the  calendar  year,  that  practice  has  been  continued,  but  it  has  not  been  extended.  The  dividends,  as  shown  in  the  income 
statement,  therefore,  do  not  include  all  dividends  declared  prior  to  December  31st  of  each  year. 

3.  Other  Deductions  from  Income  includes  amounts  of  $87,559  in  1940,  $81,589  in  1939  and  $90,011  in  1938,  paid  by  The  U.G.I.  Company,  in  connection  with 

its  indemnification  agreement  with  The  Koppers  Company  of  Delaware  with  respect  to  that  company's  guarantee  of  preferred  dividends  of  The  Con- 
necticut Gas  Sc  Coke  Securities  Company. 

Figures  for  1940  are  subject  to  adjustment  and  audit. 


Printed  in  United  States  o f America 
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The 


United  Gas  Improvement 

Company 


ORGANIZED  JUNE  1,  1882 

Incorporated  in  Pennsylvania 


Report  for  the  quarter  ended  March  31,  1941 

NOTE. 

Tbe  information  herein  contained  is  furnished  upon 
your  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  furnished 
connection  with  any  sales  or  purchases  of  stocks  a 
securities  or  other  business  transactions.  The  infortnati 
in  part  is  an  interim  statement  which  has  not  he 
subjected  to  audit,  and  is  subject  to  final  adjustment- 
the  end  ot  the  year, 


at 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


May  12,  1941. 


To  the  Stockholders: 

A summarized  income  statement  of  the  Company  for  the  three  months  and  twelve  months 
ended  March  31,  1941  and  1940,  is  presented  herewith: 


Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

Total  Dividends 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

Total  Income 

Expenses: 

Expenses,  Other  than  Taxes 

Provision  for  Taxes 

Total  Expenses 

Net  Operating  Income 

Other  Deductions  from  Income 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve,  etc.  . 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

Balance  


Three  Months  Ended  Twelve  Months  Ended 
March  31st  March  31st 


1941 

1940 

1941 

1940 

$5,055,436 

1,957,419 

$5,051,463 

2,080,975 

$20,640,948 

8,382,170 

$20,699,620 

8,576,553 

7,012,855 

7,132,438 

29,023,118 

29,276,173 

77,126 

61,563 

342,227 

380,895 

7,089,981 

7,194,001 

29,365,345 

29,657,068 

390,032 

363,738 

367,059 

367,732 

1,491,735 

1,481,991 

1,578,487 

1,310,648 

753,770 

734,791 

2,973,726 

2,889,135 

6,336,211 

29,389 

6,306,822 

744 

6,459,210 

28,358 

6,430,852 

670 

26,391,619 

122,049 

26,269,570 

2,326 

26,767,933 

118,969 

26,648,964 

3,261 

6,306,078 

956,520 

6,430,182 

956,520 

26,267,244 

3,826,080 

26,645,703 

3,826,080 

5,349,558 

4,650,355 

5,473,662 

5,812,942 

22,441,164 

22,089,186 

22,819,623 

23,251,768 

$699,203 

$339,280v> 

$351,978 

$432,145d 

See  applicable  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement. 

D — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company 
only  (as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries, 
which  appear  on  the  last  page),  and  therefore,  does  not  include  the  undistributed  earnings 
of  subsidiaries  applicable  to  the  Company,  which,  for  the  three  months  of  1941,  amounted 
to  $1,364,937,  or  5.9ff,  for  each  share  of  U.G.I.  common  stock,  compared  with  $696,322,  or 
3p  per  share,  for  the  corresponding  three  months  of  1940. 


Income  and  expenses  are  substantially  unchanged  from  those  of  the  corresponding  periods 
of  the  previous  year.  Due  to  the  sale  in  April  of  this  year  of  the  investment  in  The  Connecti- 
cut Light  and  Power  Company,  dividends  from  that  company  are  included  in  the  above 
statement  for  all  periods  under  “Dividends — Other  Companies’’  rather  than  under  “Divi- 
dends— Subsidiary  Companies.’’ 

Likewise,  in  the  combined  earnings  statement,  the  operating  figures  for  that  company 
as  a subsidiary  have  been  excluded  for  all  periods,  but  dividends  received  from  this  former 
investment  are  included  under  “Other  Income  of  The  U.G.I.  Co.” 

The  combined  earnings  for  the  quarter  and  for  the  twelve  months,  on  the  following  page, 
show-  a continuation  of  the  gains  in  total  operating  revenues  of  the  utility  subsidiaries,  the 
increase  for  the  quarter  being  $1,498,327,  or  5-9%.  Sales  of  electricity,  stimulated  by  the 
present  industrial  activity  and  the  continuously  rising  domestic  load,  have  reached  levels 
substantially  above  previous  peaks.  For  the  first  quarter  of  1941  sales  of  electricity  are  11  lA% 
above  those  of  the  same  period  of  1940. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for 
the  three  months  ended  March  31,  1941,  was  $6,714,515,  or  29f£  per  share,  compared  with 
$6,169,984,  or  26}^  per  share  for  the  corresponding  period  of  1940. 

The  figures  for  1941  in  all  the  statements  herein  reflect  Federal  taxes  on  the  basis  of  the 
Revenue  Act  of  1940.  The  substantial  increase  in  tax  rates  which  is  certain  to  be  established 
and  which  will  undoubtedly  be  retroactive  to  January  1,  1941,  will  affect  adversely  not  only 
the  earnings  of  subsidiaries  but  also  those  of  non-subsidiaries  from  which  substantial  dividends 
are  derived.  There  will  also  be  an  increase  in  taxes  of  the  Company  itself. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ending  June  30,  1941,  and  20j£  per  share  on  the  common  stock  of  your  Company,  were  declared 
April  22,  1941,  payable  June  30,  1941,  to  stockholders  of  record  May  29,  1941. 

Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  ended 

March  31st 

Twelve  Months 

bnded  March  31st 

1941 

1940 

1941 

1940 

Operating  Rbvenues  op  Utility  Subsidiaries: 

1 

* 



Electric 

$20,904,334 

$19,532,431 

$77,637,239 

$73,035,873 

Gas 

4,177,881 

4,168,009 

15,531,973 

15,154,722 

Transportation 

508,595 

465,738 

1,940,136 

1,733,512 

Ice  and  Cold  Storage 

335,443 

298,667 

1,812,634 

1,849,563 

Water 

321,791 

297,051 

1,388,408 

1,255,806 

Steam  Heat 

490,517 

480,903 

1,125,578 

1,070,975 

Other 

28,954 

26,389 

164,714 

169,062 

Total  Operating  Revenues 

Operating  Revenub  Deductions: 

26,767,515 

25,269,188 

99,600,682 

94,269,513 

Operating  Expenses,  Other  Than  Maintenance 

Maintenance 

8,796,323 

1,251,300 

8,393,983 

1,288,535 

33,110,729 

5,372,041 

32,275,706 

4,717,402 

Total  Operating  Expenses 

10,047,623 

9,682,518 

38,482,770 

36,993,108 

Provision  for  Depreciation,  Renewals,  Replacements  and 

Amortization 

Provision  for  Taxes: 

2,462,439 

2,350,514 

9,208,937 

8,620,932 

Federal  Income 

2,319,698 

2,078,988 

7,959,691 

5,488,045 

Other  Federal  

554,644 

496,447 

2,040,941 

1,818,003 

State  and  Local 

1,617,295 

1,554,232 

6,067,074 

5,875,161 

Total  Provisions  por  Taxbs 

4,491,637 

4,129,667 

16,067,706 

13,181,209 

Total  Operating  Revenue  Deductions 

17,001,699 

16,162,699 

63,759,413 

58,795,249 

Net  Operating  Rbvenues 

9,765,816 

9,106,489 

35,841,269 

35,474,264 

Other  Income,  Net 

106,508 

133,081 

788,496 

833,156 

Gross  Incomb 

Incomb  Deductions: 

9,872,324 

9,239,570 

36,629,765 

36,307,420 

Interest  on  Long-Term  Debt 

2,042,787 

2,119,647 

8,351,668 

8,519,270 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

82,600 

99,243 

377,647 

404,163 

Taxes  Assumed  on  Interest 

44,766 

41,098 

164,571 

169,523 

Other  Interest  Charges 

69,590 

51,989 

281,437 

217,089 

Miscellaneous 

102,915 

28,915 

186,096 

123,555 

Total 

2,342,658 

2,340,892 

9,361,419 

9,433,600 

Less — Interest  Charged  to  Construction 

93,838 

19,417 

216,571 

58,648 

Total  Income  Deductions 

2,248,820 

2,321,475 

9,144,848 

9,374,952 

Net  Income  of  Utility  Subsidiaries 

7,623,504 

6,918,095 

27,484,917 

26,932,468 

Sinking  and  Other  Fund  Appropriations  of  Net  Income 

69,515 

64,488 

268,819 

272,549 

Balance 

7,553,989 

6,853,607 

27,216,098 

26,659,919 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions. 

Earnings  Available  for  Common  Stocks  of  Utility  Sub- 

958,688 

942,073 

3,798,670 

3,745,857 

sidiaries 

6,595,301 

5,911,534 

23,417,428 

22,914,062 

Less — Minority  Interests 

Balance  op  Earnings  op  Utility  Subsidiaries  Applicable  to 

195,523 

177,690 

■ 

718,339 

724,535 

The  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiary  Applicable  to  The 

6,399,778 

5,733,844 

22,699,089 

22,189,527 

U.G.I.  Co 

2,152* 

7,168* 

2 9,668* 

38,049 

Earnings  op  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . 
Deferred  Dividends  on  Cumulative  Preferred  Stocks  op 

6,397,626 

5,726,676 

22,669,421 

22,227,576 

Subsidiaries  Applicable  to  Thb  U.G.I.  Co. — Deducted 
Above 

21,927 

19,937 

89,699 

81,702 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

2,035,385 

2,143,710 

8,728,250 

8,961,155 

Total  

8,454,938 

7,890,323 

31,487,370 

31,270,433 

Expenses,  Taxes  and  Other  Deductions 

783,903 

763,819 

3,098,100 

3,011,366 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

7,671,035 

7,126,504 

28,389,270 

28,259,067 

Dividends  on  $5  Dividend  Preferred  Stock 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co. 

$6,714,515 

$6,169,984 

$24,563,190 

$24,432,987 

Earnings  per  Share 

$.289 

$.265 

$1,056 

$1,051 

Previous  years'  figures  restated  for  comparative  purposes.  * Losses. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and 
does  not  include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operations  of  the  Municipal  Gas 
Works  of  the  City  of  Philadelphia  and  its  agency  accounts  for  operation  of  the  Northern  Liberties  Gas  Company. 

The  above  figures  exclude  earnings  of  The  Connecticut  Light  and  Power  Company  and  its  Subsidiaries  for  all  periods,  The  U.G.I.  Co.  having 
disposed  of  its  stock  interest  in  that  Company  during  April  1941.  Dividends  received  by  The  U.G.I.  Co.  from  The  Connecticut  Light  and 
Power  Company  are  included  for  all  periods  under  "Other  Income  of  The  U.G.I.  Co.”. 

Included  in  the  figures  for  twelve  months  ended  March  31,  1941,  is  provision  for  Federal  excess  profits  tax  of  {3,602  for  1940,  under  the  "Excess 
Profits  Tax  Act  of  1940",  this  amount  being  applicable  to  one  subsidiary  company,  and  was  recorded  in  the  month  of  December,  1940.  It  is 
anticipated  that  no  Pederal  excess  profits  tax  will  be  payable  by  The  U.G.I.  Co.  and  other  subsidiary  companies,  for  the  year  1940,  therefore, 
no  provision  for  such  tax  other  than  as  stated  was  made  in  that  year.  No  provision  has  been  made  in  the  current  year's  figures  for  such  tax, 
as  the  amount  thereof,  if  any,  is  not  determinable  until  the  close  of  the  year. 

Figure*  for  1941  are  subject  to  adjustment  and  audit. 
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The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President: 


July  31,  1941. 


To  the  Stockholders: 


A summarized  income  statement  of  the  Company  for  the  six  months  and  twelve  months 
ended  June  30,  1941  and  1940,  is  presented  herewith: 


Six  Months  Ended  Twelve  Months  Ended 

June  30th  June  30th 


1941 

1940 

1941 

1940 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$9,115,572 

3,400,260 

$10,185,603 

4,176,060 

$19,566,944 

7,729,926 

$20,704,543 

8,591,717 

Total  Dividends 

12,515,832 

14,361,663 

27,296,870 

29,296,260 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

183,480 

123,156 

386,988 

354,788 

Total  Income 

12,699,312 

14,484,819 

27,683,858 

29,651,048 

Expenses  : 

Expenses,  Other  than  Taxes 

Provision  for  Taxes 

768,172 

774,306 

743,530 

737,915 

1,493,405 

1,522,375 

1,544,511 

1,369,017 

Total  Expenses 

1,542,478 

1,481,445 

3,015,780 

2,913,528 

Net  Operating  Income 

Other  Deductions  from  Income 

11,156,834 

61,769 

13,003,374 

56,258 

24,668,078 

126,529 

26,737,520 

118,900 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve,  etc.  . 

11,095,065 

757 

12,947,116 

1,584 

24,541,549 

1,424 

26,618,620 

4,176 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

11,094,308 

1,913,040 

12,945,532 

1,913,040 

24,540,125 

3,826,080 

26,614,444 

3,826,080 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

9,181,268 

9,300,710 

11,032,492 

11,625,886 

20,714,045 

20,926,597 

22,788,364 

23,251,770 

Deficit 

$119,442 

$593,394 

$212,552 

$463,406 

See  applicable  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company 
only,  as  distinguished  from  the  combined  earnings  of  the  Company  and  its  subsidiaries, 
which  appear  on  the  last  page. 

Dividend  Income,  for  the  six  months  ended  June  30,  1941,  decreased  $1,845,000.  Of 
this  decrease,  $1,070,000  is  attributable  to  subsidiary  companies,  and  resulted  principally 
from  a reduction  of  10j£  per  share  in  the  dividend  received  from  Philadelphia  Electric  Com- 
pany in  the  second  quarter.  Dividends  from  Other  Companies  decreased  $775,000.  Of 


this  decrease,  $525,000  is  due  to  the  sale  in  April  1941  of  the  Company’s  investment  in  The 
Connecticut  Light  and  Power  Company,  and  $201,000  represents  a 10^  reduction  in  the 
dividend  rate  on  the  common  stock  of  the  Public  Service  Corporation  of  New  Jersey. 

The  combined  earnings  continue  to  reflect  substantial  gains  in  operating  revenues,  the 
total  increase  for  the  three  months  period  being  $1,711,357,  or  7.1%.  Operating  expenses, 
including  maintenance,  absorbed  $892,567  of  the  increase  in  revenues,  due  principally  to 
greater  outputs,  although  part  of  the  increase  can  be  attributed  to  higher  costs  for  materials, 
principally  coal,  and  labor.  Provision  for  depreciation,  renewals,  replacements  and 
amortization  increased  $621,733,  of  which  $250,000  is  applicable  to  the  quarter  ended 
March  31,  1941.  This  is  due  principally  to  an  increase  in  depreciation  by  Philadelphia 
Electric  Company,  retroactive  to  January  1,  1941,  estimated  at  approximately  $1,000,000 
on  an  annual  basis.  The  largest  increase  in  operating  revenue  deductions  was  in  provision 
for  taxes,  this  increase  being  $1,219,103,  due  largely  to  provision  for  Federal  normal  income 
tax  at  the  estimated  rate  of  30%,  compared  with  24%  effective  for  1940.  The  foregoing 
resulted  in  a decrease  in  net  operating  revenues  of  the  utility  subsidiaries  of  $1,022,046. 
Adjustment  to  the  higher  rate  for  Federal  normal  income  tax,  retroactive  to  January  1,  1941, 
was  made  in  the  June  30th  quarter,  so  that  the  combined  earnings  applicable  to  common 
stock  of  The  U.G.I.  Co.  for  that  quarter  are  adversely  affected  in  the  amount  of  $612,000, 
being  the  effect  of  the  adjustment  applicable  to  the  quarter  ended  March  31,  1941.  No 
provision  has  been  made  for  Federal  excess  profits  tax,  under  the  “Excess  Profits  Tax  Act 
of  1940’’,  as  such  tax,  if  any,  cannot  be  determined  at  this  time. 

While  electric  revenues  increased  $1,530,000,  or  8.2%,  for  the  June  quarter,  and 
$2,900,000,  or  7.6%,  for  the  six  months  period,  electric  sales  increased  15-9%  and  13  6% 
for  each  of  the  periods,  respectively. 

The  Pennsylvania  Public  Utility  Commission  has  ordered  our  largest  subsidiary,  Phila- 
delphia Electric  Company,  to  reduce  its  electric  rates,  effective  September  1,  1941,  to  the 
extent  of  $4,000,000  on  an  annual  basis. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.,  for 
the  quarter  ended  June  30,  1941,  was  $4,190,434,  or  18^  per  share.  Eliminating  the 
amount  of  $862,000,  being  the  adjustments  for  taxes  and  depreciation  applicable  to  the 
first  quarter  of  the  year,  the  combined  earnings  for  the  quarter  ended  June  30th  were 
$5,052,434,  or  21.7^,  compared  with  $5,694,900,  or  24>^  per  share  for  the  corresponding 
period  of  1940. 

Regular  quarterly  dividends  of  $1.25  per  share  on  the  preferred  stock  for  the  quarter 
ended  September  30,  1941,  and  20j£  per  share  on  the  common  stock  of  your  Company,  were 
declared  June  24,  1941,  payable  September  30,  1941,  to  Stockholders  of  record  August  29,  1941. 

Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 


AND  SUBSIDIARY  COMPANIES 


COMBINED  EARNINGS  STATEMENT 

Three  Months  Ended  Six  Months  Ended  Twblvb  Months  Endbd 


Junb  30th 

Junb  30th 

Junb  30th 

1941  1940 

1941  1940 

1941  1940 

Operating  Rbvenubs  of  Utility  Subsidiaries: 

" 

' 

' 

' 

' 

Electric 

$20,083,304 

$18,553,739 

$40,987,838 

$38,086,170 

$79,384,187 

$74,303,158 

Gas 

3,932,334 

3,879,279 

8,110,235 

8,047,288 

15,623,492 

15,293,642 

Transportation 

348,243 

473,227 

1,056,838 

938,965 

2,015,151 

1,782,957 

Ice  and  Cold  Storage 

549,827 

510,950 

885,270 

809,617 

1,851,509 

1,848,341 

Water 

352,148 

320,392 

673,939 

617,443 

1,420,164 

1,280,208 

Steam  Heat 

258,207 

278,362 

748,724 

759,265 

1,105,423 

1,090,392 

Other 

55,895 

52,872 

84,849 

79,261 

167,738 

166,124 

Total  Operating  Revenues 

Operating  Revenue  Deductions: 

25,780,178 

24,068,821 

52,547,693 

49,338,009 

101,567,664 

95,764,822 

Operating  Expenses,  Other  Than  Maintenance 

Maintenance 

8,821,316 

8,082,676 

17,617,639 

16,476,659 

34,104,743 

32,772,058 

1,507,128 

1,353,201 

2,758,428 

2,641,736 

5,526,213 

4,990,757 

Total  Operating  Expenses 

10,328,444 

9,435,877 

20,376,067 

19,118,395 

39,630,956 

37,762,815 

Provision  for  Depreciation,  Renewals,  Replacements  and 

Amortization 

Provision  for  Taxes: 

2,847,933 

2,226,200 

5,310,372 

4,576,714 

9,830,670 

8,784,461 

Federal  Income 

3,128,321 

1,987,752 

5,448,019 

4,066,740 

9,100,256 

6,284,447 

Other  Federal  

584,606 

471,641 

1,139,250 

968,088 

2,153,903 

1,859,664 

State  and  Local 

1,471,444 

1,505,875 

3,088,739 

3,060,107 

6,032,651 

5,923,680 

Total  Provision  for  Taxes 

5,184,371 

3,965,268 

9,676,008 

8,094,935 

17,286,810 

14,067,791 

Total  Operating  Rbvbnub  Deductions 

18,360,748 

15,627,345 

35,362,447 

31,790,0 44 

66,748,436 

60,615,067 

Net  Operating  Rbvbnubs 

7,419,430 

8,441,476 

17,185,246 

17,547,965 

34,819,228 

35,149,755 

Other  Income,  Net 

348,297 

318,703 

454,805 

451,784 

818,086 

837,851 

Gross  Incomb 

Income  Deductions: 

7,767,727 

8,760,179 

17,640,051 

17,999,749 

35,637,314 

35,987,606 

Interest  on  Long-Term  Debt 

2,028,354 

2,110,076 

4,071,141 

4,229,723 

8,269,473 

8,489,638 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

90,798 

98,482 

173,398 

197,725 

369,959 

401,535 

Taxes  Assumed  on  Interest 

29,345 

41,521 

74,111 

82,619 

152,395 

165,288 

Other  Interest  Charges 

75,003 

58,231 

144,593 

110,220 

298,687 

221,419 

Miscellaneous 

24,502 

32,800 

127,417 

61,715 

177,800 

121,927 

Total 

2,248,002 

2,341,110 

4,590,660 

4,682,002 

9,268,314 

9,399,807 

Less — Interest  Charged  to  Construction 

54,531 

25,542 

148,369 

44,959 

245,564 

76,264 

Total  Incomb  Deductions 

2,193,471 

2,315,568 

4,442,291 

4,637,043 

9,022,750 

9,323,543 

Net  Incomb  of  Utility  Subsidiaries 

5,574,256 

6,444,611 

13,197,760 

13,362,706 

26,614,564 

26,664,063 

Sinking  and  Othbr  Fund  Appropriations  of  Net  Incomb 

70,468 

64,962 

139,983 

129,450 

274,323 

267,844 

Balancb  

5,503,788 

6,379,649 

13,057,777 

13,233,256 

26,340,241 

26,396,219 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions. 

Earnings  Applicable  to  Common  Stocks  of  Utility  Sub- 

968,054 

953,271 

1,926,742 

1,895,344 

3,813,452 

3,775,458 

sidiaries 

4,535,734* 

5,426,378 

11,131,035* 

11,337,912 

22,526,789* 

22,620,761 

Less — Minority  Interests 

139,378 

169,962 

334,901 

347,652 

687,751 

704,872 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

• 

The  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiary  Applicable  to  Thb 

4,396,356 

5,256,416 

10,796,134 

10,990,260 

21,839,038 

21,915,889 

U.G.I.  Co 

1,41 3**  7,087** 

3 ,565**  14,255** 

23 ,994**  27,064 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . 
Deferred  Dividends  on  Cumulative  Preferred  Stocks  of 

4,394,943 

5,249,329 

10,792,569 

10,976,005 

21,815,044 

21,942,953 

Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 
Above  

23,917 

19,937 

45,844 

39,874 

93,679 

81,738 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

1,549,195 

2,157,622 

3,584,580 

4,301,332 

8,119,823 

8,950,481 

Total  

5,968,055 

7,426,888 

14,422,993 

15,317,211 

30,028,546 

30,975,172 

Expenses,  Taxes  and  Other  Deductions 

821,101 

775,468 

1,605,004 

1,539,287 

3,143,733 

3,036,604 

Balance  Applicable  to  Capital  Stocks  of  Thb  U.G.I.  Co. 

5,146,954 

6,651,420 

12,817,989 

13,777,924 

26,884,813 

27,938,568 

Dividends  on  $5  Dividend  Preferred  Stock 

956,520 

956,520 

1,913,040 

1,913,040 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 

$4,190,434 

$5,694,900 

$10,904,949 

$11,864,884 

$23,058,733 

$24,112,488 

Earnings  per  Sharb  

$.180 

$.245 

$.469 

$.510 

$.992 

$1,037 

Previous  years'  figures  restated  for 

comparative  purposes. 

•* 

Losses. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not 
include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operations  of  the  Municipal  Gas  Works  of  the  City  of 
Philadelphia  and  its  agency  accounts  for  operation  of  the  Northern  Liberties  Gas  Company. 

The  above  figures  exclude  earnings  of  The  Connecticut  Light  and  Power  Company  and  its  Subsidiaries  for  all  periods.  The  U.G.I.  Co.  having  disposed  of  its 
stock  interest  in  that  Company  during  April  1941.  Dividends  received  by  The  U.G.I.  Co.  to  March  31.  1941,  from  The  Connecticut  Light  and  Power  Com- 
pany are  included  for  all  periods  under  "Other  Income  of  The  U.G.I.  Co.”. 

Provision  for  Federal  normal  income  tax.  in  the  above  statement,  is  made  at  an  estimated  rate  of  30%  for  1941,  compared  with  24%  effective  for  the  year 
1940.  Adjustment  to  the  30%  rate,  retroactive  to  January  1,  1941,  was  made  in  the  June  30th  quarter. 

Included  in  the  figures  for  twelve  months  ended  June  30.  1941,  is  provision  of  $3,602  for  1940  for  Federal  excess  profits  tax.  under  the  "Excess  Profits  Tax 
Act  of  1940",  this  amount  being  applicable  to  one  subsidiary  company,  and  was  recorded  in  the  month  of  December  1940.  It  is  anticipated  that  no  Federal 
excess  profits  tax  will  be  payable  by  The  U.G.I.  Co.  and  other  subsidiary  companies,  for  the  year  1940.  No  provision  has  been  made  in  the  current 
year's  figures  for  such  tax,  as  the  amount  thereof,  if  any,  is  not  determinable  at  this  time. 

• Earnings  applicable  to  common  stocks  of  utility  subsidiaries  for  the  3,  6 and  12  months'  periods  ended  June  30,  1941,  include,  respectively,  $15,000,  $113,897, 
and  $113,897  of  Earnings  of  Luzerne  County  Gas  and  Electric  Corporation,  not  available  for  payment  of  dividends  on  common  stock  of  that  company. 

Figures  for  1941  are  subject  to  adjustment  and  audit. 


Printed  iu  United  Hint**  of  A merle*. 
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The 

United  Gas  Improvement 

Company 


ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


Report  for  the  quarter  ended  September  30,  1941 

NOTE.  ' 

The  information  herein  contained  is  furnished  upot 
yonr  request  and  is  not  a representation  or  prospectus  in 
respect  of  any  stock  or  security,  and  is  not  furnished  in 
connection  with  any  sa)  s or  purchases  of  stocks  and 
bccurititv  oi  oujer  uu-iness  transactions,  ihe  mionnation 
in  part  is  an  interim  statement  which  has  not  been 
subjected  u> audit,  aim  is  sum  ct  to  urn  .idinstnients  at 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 


November  5,  1941. 


To  the  Stockholders: 

A summarized  income  statement  of  the  Company  for  the  nine  months  and  twelve  months  ended  Septem- 
ber 30,  1941  and  1940,  is  presented  herewith: 


Nine  Months  Ended  Twelve  Months  Ended 
September  30th  September  30th 


1941 

1940 

1941 

1940 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$13,162,044 

4,791,449 

$15,222,740 

6,275,300 

$18,576,280 

7,021,875 

$20,729,222 

8,492,499 

Total  Dividends 

17,953,493 

21,498,040 

25,598,155 

29,221,721 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

249,684 

196,920 

379,427 

308,626 

Total  Income 

18,203,177 

21,694,960 

25,977,582 

29,530,347 

Expenses  : 

Expenses,  Other  than  Taxes 

Provision  for  Taxes 

1,129,603 

1,147,818 

1,088,734 

1,102,586 

1,509,632 

1,531,217 

1,506,938 

1,421,003 

Total  Expenses 

2,277,421 

2,191,320 

3,040,849 

2,927,941 

Net  Operating  Income 

Other  Deductions  from  Income 

15,925,756 

93,649 

19,503,640 

84,658 

22,936,733 

130,008 

26,602,406 

115,502 

Net  Income 

Income  Appropriated  to  Special  Fund  Reserve,  etc  . 

15,832,107 

1,480 

19,418,982 

2,252 

22,806,725 

1,479 

26,486,904 

3,155 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

15,830,627 

2,869,560 

19,416,730 

2,869,560 

22,805,246 

3,826,080 

26,483,749 

3,826,080 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

12,961,067 

13,951,065 

16,547,170 

17,438,830 

18,979,166 

19,764,009 

22,657,669 

23,251,772 

Deficit 

$989,998 

$ 891,660 

$784,843 

$594,103 

See  applicable  footnotes  to  Combined  Earnings  Statement 

which  are  an 

integral  part  of 

the  above  statement. 

The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only,  as  distinguished 
from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which  appear  on  the  last  page. 

Dividend  Income  for  the  nine  months  ended  September  30,  1941,  decreased  $3,544,000.  Of  this  decrease, 
$2,060,000  is  attributable  to  subsidiary  companies  and  resulted  principally  from  a reduction  aggregating  20^ 
per  share  in  the  dividend  received  from  Philadelphia  Electric  Company  for  the  second  and  third  quarters. 
Dividends  from  companies  other  than  subsidiaries  decreased  $1,484,000,  of  which  $1,051,000  is  due  to  the  sale 
in  April  1941  of  the  Company’s  investment  in  The  Connecticut  Light  and  Power  Company,  and  $302,000  repre- 
sents an  aggregate  reduction  of  15^  per  share  for  the  period  in  the  dividend  rate  on  the  common  stock  of  the 
Public  Service  Corporation  of  New  Jersey. 


The  combined  earnings  statement  reflects  the  continued  gains  in  operating  revenues  caused  by  increased 
sales,  particularly  in  the  industrial  category.  While  the  percentage  increase  in  operating  revenues  of  utility 
subsidiaries  for  the  three  months’  period  is  somewhat  greater  than  for  the  nine  months  ended  September  30, 
1941,  such  increase  will  diminish  for  the  balance  of  the  year  due  to  the  reduction  in  electric  rates  by  Philadelphia 
Electric  Company,  effective  September  1.  This  is  evidenced  by  the  fact  that  the  electric  revenue  of  Philadelphia 
Electric  Company  increased  but  3%  for  the  month  of  September,  compared  with  more  than  8%  for  the  nine 
months’  period. 

Not  only  greater  outputs,  but  also  increased  labor  costs  and  higher  costs  for  materials,  principally  coal, 
continue  to  result  in  increased  operating  expenses,  the  ratio  of  such  expenses  to  revenues  being  also  affected  by 
the  rate  reduction,  but  the  major  problem  confronting  the  companies  is  heavily  increased  taxes.  For  example, 
for  the  nine  months’  period  (which  includes  full  provision  for  all  taxes,  including  Federal  income  and  excess 
profits  taxes  under  the  “Revenue  Act  of  1941”),  while  revenues  increased  $5,127,464  and  despite  increases  in 
other  costs,  there  was  an  increase  in  net  operating  revenues  of  the  utility  subsidiaries,  before  taxes,  of  $1,372,030, 
but  after  provision  for  taxes,  which  increased  $3,813,609,  there  was  a decrease  in  such  revenues  of  $2,441,579. 

It  is  now  estimated  that  for  the  full  year  of  1941  the  increase  in  all  taxes  of  subsidiary  companies  alone  will 
reduce  the  combined  earnings  applicable  to  U.G.I.  common  stock  by  some  $4,600,000,  or  substantially  20ff  per 
share.  Increased  taxes  will  also  adversely  affect  the  income  received  on  investments  in  companies  other  than 
subsidiaries. 

In  view  of  the  substantial  reductions  in  income  and  combined  earnings  of  the  Company,  the  Board  of 
Directors  on  October  28,  while  declaring  the  regular  quarterly  dividend  of  $1.25  on  the  preferred  stock,  de- 
clared a dividend  of  15  j Per  share  on  the  common  stock,  both  dividends  payable  December  23,  1941,  to  stock- 
holders of  record  November  28,  1941.  As  three  dividends  of  20j£  per  share  each  have  previously  been  paid  on 
the  common  stock,  the  above  dividend  of  15  will  make  total  dividends  of  75  per  share  paid  for  the  calendar 
year  1941,  which  will  be  somewhat  in  excess  of  the  estimated  income  for  the  current  year. 

In  my  remarks  at  the  annual  stockholders’  meeting  held  May  5,  1941,  reference  was  made  to  the  status  of 
the  integration  proceedings  instituted  by  the  Securities  and  Exchange  Commission  against  U.G.I.  and  its  sub- 
sidiaries under  Section  11(b)  of  the  Public  Utility  Holding  Company  Act  of  1935.  A printed  copy  of  these 
remarks  was  sent  to  all  stockholders. 

The  order  of  the  S.E.C.  entered  April  15,  1941,  which  was  referred  to  in  these  remarks,  was  suspended  by 
the  Commission  on  June  13,  1941.  This  order  required  us  to  dispose  of  our  so-called  scattered  utility  subsidi- 
aries in  Arizona,  New  Hampshire,  Tennessee  and  Connecticut  (other  than  The  Connecticut  Light  and  Power 
Company  already  disposed  of),  as  well  as  investments  in  two  non-subsidiary  companies,  one  in  Kansas  and  one 
in  Connecticut. 

On  July  30,  1941,  the  S.E.C.  entered  an  order  requiring  us  to  dispose  of  our  interests  in  Commonwealth 
Utilities  Corporation  and  its  non-utility  subsidiaries  also  in  the  Welsbach  Company  (which  is  in  process  of 
liquidation).  We  filed  a petition  for  a rehearing  and  on  September  26,  1941,  the  Commission  entered  an  order 
denying  our  petition  for  a rehearing,  which  order  by  its  terms  reaffirmed  the  order  of  July  30,  1941,  and  made  it 
effective  as  of  September  26,  1941.  The  question  of  whether  a petition  for  a review  of  this  order  will  be  filed 
by  U.G.I.  with  a United  States  Circuit  Court  of  Appeals  is  under  consideration. 

Further  hearings  have  been  held  by  the  S.E.C.  involving  Connecticut  Railway  and  Lighting  Company  and 
the  electric  properties  of  Luzerne  County  Gas  and  Electric  Corporation,  but  no  orders  except  as  above  stated  have 
been  entered  in  these  integration  proceedings  since  the  annual  meeting. 

The  Company  recently  sold  its  minority  stock  holdings  in  The  United  Illuminating  Company,  of  Con- 
necticut, for  $3,375,799  in  cash,  as  well  as  its  small  investment  in  The  Torrington  Electric  Light  Company. 


Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 


COMBINED  EARNINGS  STATEMENT 


Operating  Revenues  of  Utility  Subsidiaries: 

Electric 

Gas 

Transportation 

Ice  and  Cold  Storage 

Water 

Steam  Heat 

Other 

Total  Operating  Revenues 

Operating  Revenue  Deductions: 

3 aerating  Expenses,  Other  Than  Maintenance 

aintenance 

Total  Operating  Expenses 

Provision  for  Depreciation,  Renewals,  Replacements  and 

Amortization 

Provision  for  Taxes: 

Federal  Income 

Federal  Excess  Profits . 

Other  Federal  

State  and  Local 

Total  Provision  for  Taxes 

Total  Operating  Revenue  Deductions 

Net  Operating  Revenues 

Other  Incomb,  Net 

Gross  Income 

Incomb  Deductions: 

Interest  on  Long-Term  Debt 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

Taxes  Assumed  on  Interest 

Other  Interest  Charges 

Miscellaneous 

Total 

Less — Interest  Charged  to  Construction 

Total  Income  Deductions 

Net  Incomb  of  Utility  Subsidiaries 

Sinking  and  Other  Fund  Appropriations  of  Net  Income 

Balance  

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions. 
Earnings  Applicable  to  Common  Stocks  of  Utility  Sub- 
sidiaries   

Less — Minority  Interests 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

The  U.G.I.  Co 

Earnings  of  Non-Utility  Subsidiary  Applicable  to  The 

U.G.I.  Co 

Earnings  of  Subsidiaries  Applicable  to  The  U.G.I.  Co.  . 
Deferred  Dividends  on  Cumulative  Preferred  Stocks  of 
Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 

Above  

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

Total  

Expenses,  Taxes  and  Other  Deductions 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co. 

Dividends  on  55  Dividend  Preferred  Stock 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co. 
Earnings  per  Share  


Three  Months  Ended  Nine  Months  Ended  Twelve  Months  Ended 
September  30th  September  30th  September  30th 


1941 

1940 

1941 

1940 

1941 

1940 

$19,804,545 

$18,281,948 

$60,792,383 

$56,368,118 

$80,906,784 

$75,370,467 

3,594,333 

3,532,659 

11,704,568 

11,579,947 

15,685,163 

15,422,910 

537,379 

441,284 

1,594,217 

1,380,249 

2,111,246 

1,834,014 

762,563 

601,989 

1,647,833 

1,411,606 

2,012,082 

1,768,811 

453,121 

388,711 

1,127,060 

1,006,154 

1,484,574 

1,327,661 

46,696 

45,922 

795,420 

805,187 

1,106,197 

1,092,690 

64,948 

53,292 

149,797 

132,553 

179,394 

161,385 

25,263,585 

23,345,805 

77,811,278 

72,683,814 

103,485,440 

96,977,938 

9,132,917 

7,823,338 

26,750,556 

24,299,997 

35,414,335 

32,886,515 

1,663,938 

1,423,747 

4,422,366 

4,065,483 

5,766,392 

5,262,467 

10,796,855 

9,247,085 

31,172,922 

28,365,480 

41,180,727 

38,148,982 

2,376,151 

2,161,817 

7,686,523 

6,738,531 

10,045,000 

8,942,780 

1,652,150 

1,676,856 

7,100,169 

5,743,596 

9,071,952 

6,972,781 

2,327,384 

— 

2,327,384 

— 

2,330,986 

— 

539,400 

484,891 

1,678,650 

1,452,979 

2,208,419 

1,915,570 

1,303,190 

1,427,841 

4,391,929 

4,487,948 

5,907,992 

5,984,464 

5,822,124 

3,589,588 

15,498,132 

11,684,523 

19,519,349 

14,872,815 

18,995,130 

14,998,490 

54,357,577 

46,788,534 

70,745,076 

61,964,577 

6,268,455 

8,347,315 

23,453,701 

25,895,280 

32,740,364 

35,013,361 

244,332 

237,910 

699,137 

689,694 

824,504 

824,670 

6,512,787 

8,585,225 

24,152,838 

26,584,974 

33,564,868 

35,838,031 

1,933,290 

2,113,377 

6,004,431 

6,343,100 

8,098,381 

8,462,966 

86,284 

98,400 

259,682 

296,125 

357,844 

397,523 

28,270 

40,684 

102,381 

123,303 

139,983 

160,073 

77,834 

63,534 

222,427 

173,754 

303,992 

242,205 

27,235 

32,504 

154,652 

94,219 

172,527 

121,192 

2,152,913 

2,348,499 

6,743,573 

7,030,501 

9,072,727 

9,383,959 

72,145 

39,466 

220,514 

84,425 

278,242 

103,053 

2,080,768 

2,309,033 

6,523,059 

6,946,076 

8,794,485 

9,280,906 

4,432,019 

6,276,192 

17,629,779 

19,638,898 

24,770,383 

26,557,125 

70,725 

66,823 

210,708 

196,273 

278,224 

264,891 

4,361,294 

6,209,369 

17,419,071 

19,442,625 

24,492,159 

26,292,234 

1,020,363 

949,912 

2,947,105 

2,845,256 

3,883,902 

3,764,653 

3,340,931* 

5,259,457 

14,471,966* 

16,597,369 

20,608,257* 

22,527,581 

90,892 

160,074 

425,793 

507,726 

618,560 

695,474 

3,250,039 

5,099,383 

14,046,173 

16,089,643 

19,989,697 

21,832,107 

865** 

* 6,977** 

4,430**  21,232** 

17,881** 

> 11,647* 

3,249,174 

5,092,406 

14,041,743 

16,068,411 

19,971,816 

21,820,460 

23,917 

19,938 

69,761 

59,812 

97,659 

81,708 

1,458,233 

2,173,949 

5,042,813 

6,475,281 

7,404,106 

8,805,116 

4,731,324 

7,286,293 

19,154,317 

22,603,504 

27,473,581 

30,707,284 

767,546 

738,942 

2,372,550 

2,278,229 

3,172,337 

3,046,597 

3,963,778 

6,547,351 

16,781,767 

20,325,275 

24,301,244 

27,660,687 

956,520 

956,520 

2,869,560 

2,869,560 

3,826,080 

3,826,080 

$3,007,258 

$5,590,831 

$13,912,207 

$17,455,715 

$20,475,164 

$23,834,607 

$.129 

$.241 

$.598 

$.751 

$.881 

$1,025 

Previous  years'  figures  restated  for  comparative  purposes.  **  Losses. 

The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does  not 
include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operations  of  the  Municipal  Gas  Works  of  the  City 
of  Philadelphia  and  its  agency  accounts  for  operation  of  the  Northern  Liberties  Gas  Company. 

The  above  figures  exclude  earnings  of  The  Connecticut  Light  and  Power  Company  and  its  subsidiaries  for  all  periods.  The  U.G.I.  Co.  having  disposed  of  its 
stock  interest  in  that  Company  during  April  1941.  Dividends  received  by  The  U.G.I.  Co.  to  March  31,  1941,  from  The  Connecticut  Light  and  Power  Com- 
pany are  included  for  all  applicable  periods  under  “Other  Income  of  The  U.G.I.  Co." 

The  above  figures  for  the  1941  periods  reflect  provision  for  Federal  tax  liability  in  accordance  with  the  "Revenue  Act  of  1941",  such  adjustments,  as  were 
nrci  - sary,  rx-ing  made  in  the  September  quarter.  The  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for  three  months  ended  September 
30.  1941.  are.  therefore,  adversely  affected  in  the  amount  of  31.308,308,  being  the  net  effect  of  the  tax  adjustments  applicable  to  the  first  six  months  of 
the  year. 

• Ran. : ngs  applicable  to  common  stocks  of  utility  subsidiaries  for  the  3,  9 and  12  months'  periods  ended  September  30,  1941,  include,  respectively  $15,000, 
$128,897,  and  $128,897  of  earnings  of  Luzerne  County  Gas  and  Electric  Corporation,  not  available  for  payment  of  dividends  on  common  stock  of  that 
company. 

Pigure*  for  1941  nre  subject  to  adjustment  and  audit. 
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he  information  herein  contained  is  furnished  upon 
request  and  is  not  a representation  or  prospectus  in 
t or  any  stock  or  security,  and  is  not  furnished  in 
turn  with  any  sales  or  purchases  of  stocks  ayd 
ties  or  other  business  transactions.  The  information 
.<art  is  an  interim  statement  which  has  not  been 
cted  to  audit,  and  is  subject  to  final  adjustments  sA 
*Mi  of  tiie  year. 


Report  for  the  quarter  ended  March  31.  1942 


ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 


May  11,  1942 


To  the  Stockholders: 

A summarized  income  statement  of  the  Company  for  the  three  months  and  twelve  months  ended  March  31, 
1942  and  1941,  is  presented  herewith: 


Three  Months  Ended  Twelve  Months  Ended 
March  31st  March  31st 


1942 

1941 

1942 

1941 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$4,064,851 

888,774 

$5,055,436 

1,957,419 

$16,648,538 

4,704,757 

$20,640,948 

8,382,170 

Total  Dividends 

4,953,625 

7,012,855 

21,353,295 

29,023,118 

Interest,  Income  from  Miscellaneous  Investments 
and  Other  Income 

55,101 

72,905 

348,762 

334,838 

Total  Income 

5,008,726 

7,085,760 

21,702,057 

29,357,956 

Expenses  : 

Expenses,  Other  than  Taxes 

Provision  for  Taxes 

277,308 

398,766 

327,934 

432,494 

1,187,053 

1,473,132 

1,269,987 

1,550,747 

Total  Expenses 

676,074 

760,428 

2,660,185 

2,820,734 

Net  Operating  Income 

Other  Deductions  from  Income 

4,332,652 

58,249 

6,325,332 

29,390 

19,041,872 

222,343 

26,537,222 

122,049 

Net  Income 

Appropriations  of  Net  Income 

4,274,403 

224,859 

6,295,942 

55,361 

18,819,529 

404,377 

26,415,173 

213,425 

Net  Income  Balance 

Dividends  on  Preferred  Stock 

4,049,544 

956,520 

6,240,581 

956,520 

18,415,152 

3,826,080 

26,201,748 

3,826,080 

Balance  for  Common  Stock 

Dividends  on  Common  Stock 

3,093,024 

3,487,766 

5,284,061 

4,650,355 

14,589,072 

16,276,243 

22,375,668 

22,089,186 

Balance 

S394,742d 

$633,706 

$1,687, 17 Id 

$286,482 

See  applicable  footnotes  to  Combined  Earnings  Statement  which  are  an  integral  part  of  the  above  statement.  D — Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only,  as  distinguished 
from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which  appear  on  the  last  page. 


Dividend  income  for  the  three  months  ended  March  31,  1942,  decreased  $2,059,000.  We  received  $1,022,000 
less  in  dividends  from  Philadelphia  Electric  Company  and  $504,000  less  from  Public  Service  Corporation  of  New 
Jersey  than  the  dividends  received  from  these  companies  in  the  corresponding  period  of  last  year.  Further,  we 
received  $560,000  less  in  dividends  due  to  the  sales  during  1941  of  our  investments  in  The  Connecticut  Light  and 
Power  Company  and  The  United  Illuminating  Company.  After  the  payment  of  a dividend  on  the  Company’s 
common  stock  of  15d  per  share,  there  was  an  income  deficit  of  $394,000,  compared  to  a surplus  of  $633,000  for 
the  first  quarter  of  1941. 

Operating  revenues  of  utility  subsidiaries  increased  for  the  quarter,  $1,306,000,  or  5%.  Electric  revenues, 
despite  the  adverse  effect  of  rate  reductions  of  approximately  $1,294,000,  increased  $820,000,  or  3-9%,  with  an 
increase  in  electric  sales  of  13.4%,  due  largely  to  the  high  level  of  industrial  operations  resulting  from  the  war 
activity.  Other  classes  of  revenue  also  increased,  more  particularly  transportation. 

Operating  expenses,  including  Maintenance,  increased  $1,202,000,  or  12.6%,  almost  offsetting  the  gain  in 
total  revenues.  This  increase  reflects  not  only  increased  outputs,  but  the  continually  mounting  costs  of  opera- 
tion, including  materials,  principally  coal,  and  increased  cost  of  labor.  Provision  for  all  taxes  was  greater  by 
$1,267,000,  or  23%,  compared  with  the  same  period  of  1941,  and  reflects  an  anticipated  increase  in  Federal  tax 
rates.  An  estimated  rate  of  40%  has  been  provided  for  Federal  norm  al  income  tax  and  surtax  and  a top  bracket 
of  75%  for  the  excess  profits  tax. 

As  a result  of  the  foregoing,  net  operating  revenues  decreased  $1,192,000,  or  13.9%.  This  decrease  was 
reduced  slightly  by  an  increase  in  other  income,  net,  a decrease  in  income  deductions  and  in  dividends  on  pre- 
ferred stocks  and  other  prior  deductions,  so  that  the  balance  available  for  common  stocks  of  utility  subsidiaries 
shows  a decrease  for  the  quarter  of  $840,000,  or  15.2%. 

Other  income  of  The  U.G.I.  Co.  decreased  $1,086,000,  or  53-5%,  as  a result  of  the  reduction  in  dividend  rate 
on  the  common  stock  of  Public  Service  Corporation  and  the  sale  of  our  interest  in  other  companies,  as  previously 
referred  to. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for  the  three  months  ended 
March  31, 1942,  was  $3,642,267,  or  16^  per  share,  compared  with  24j£  per  share  for  the  corresponding  period  of  1941. 

In  view  of  the  downward  trend  in  income  and  combined  earnings,  the  Board  of  Directors,  on  April  28,  while 
declaring  the  regular  quarterly  dividend  of  $1.25  on  the  preferred  stock,  declared  a dividend  of  10^  per  share  on 
the  common  stock,  both  dividends  payable  June  30,  1942,  to  stockholders  of  record  May  29,  1942. 

On  April  9,  the  Commonwealth  Utilities  Corporation,  a subsidiary,  sold  its  interest  in  St.  Louis  County 
Water  Company  for  $3,260,000  in  cash. 


Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended 


Twelve  Months  Ended 


March  31st 

March 

31st 

1942 

1941 

1942 

1941 

Operating  Revenues  of  Utility  Subsidiaries: 

Electric 

$21,781,076 

$20,960,705 

$82,376,622 

$77,848,463 

Gas 

4,483,434 

4,199,243 

16,031,632 

15,572,227 

Transportation 

678,720 

508,595 

2,382,017 

1,940,136 

Steam  Heat 

522,348 

490,517 

1,119,462 

1,125,577 

Total  Operating  Revenues 

27,465,578 

26,159,060 

101,909,733 

96,486,403 

Operating  Revenue  Deductions: 

Operating  Expenses,  other  than  Maintenance 

Maintenance 

9,346,686 

8,364,775 

36,116,141 

31,625,811 

1,436,018 

1,214,964 

6,319,405 

5,214,158 

Total  Operating  Expenses 

10,782,704 

9,579,739 

42,435,546 

36,839,969 

Provision  for  Depreciation,  Renewals,  Replacements  and  Amorti- 

zation 

2,543,916 

2,515,594 

9,913,476 

9,036,160 

Provision  for  Taxes: 

Federal  Income 

3,214,808 

2,728,467 

9,455,816 

8,211,814 

Federal  Excess  Profits 

1,539,264 

697,026 

3,135,663 

697,026 

Other  Federal 

584,666 

579,863 

2,224,957 

2,047,920 

State  and  Local 

1,432,662 

1,498,071 

5,555,939 

5,780,045 

Total  Provision  for  Taxes 

6,771,400 

5,503,427 

20,372,375 

16,736,805 

Total  Operating  Rbvenue  Deductions 

20,098,020 

17,598,760 

72,721,397 

62,612,934 

Net  Operating  Revenues 

7,367,558 

8,560,300 

29,188,336 

33,873,469 

Other  Income,  Net 

240,780 

137,090 

1,210,527 

1,070,862 

Gross  Income 

7,608,338 

8,697,390 

30,398,863 

34,944,331 

Income  Deductions: 

Interest  on  Long-Term  Debt 

2,018,331 

1,995,992 

7,818,390 

8,162,114 

Amortization  of  Debt  Discount,  Premium  and  Expense  .... 

76,086 

81,892 

322,436 

376,940 

Taxes  Assumed  on  Interest 

24,518 

44,613 

110,226 

164,418 

Other  Interest  Charges 

27,546 

66,960 

238,881 

273,770 

Miscellaneous 

40,982 

102,846 

108,229 

186,026 

Total 

2,187,463 

2,292,303 

8,598,162 

9,163,268 

Less — Interest  Charged  to  Construction 

143,530 

93,856 

379,730 

216,239 

Total  Income  Deductions 

2,043,933 

2,198,447 

8,218,432 

8,947,029 

Net  Income  op  Utility  Subsidiaries 

5,564,405 

6,498,943 

22,180,431 

25,997,302 

Sinking  and  Other  Fund  Appropriations  op  Net  Incomb  . 

57,406 

55,103 

225,727 

212,252 

Balancb  

5,506,999 

6,443,840 

21,954,704 

25,785,050 

Dividends  on  Preferred  Stocks  and  Other  Prior  Deductions 

816,627 

912,538 

3,605,031 

3,612,841 

Earnings  Available  for  Common  Stocks  of  Utility  Subsidiaries  . 

4,690,372 

5,531,302 

18,349,673 

22,172,209 

Less — Minority  Interests 

126,882 

162,018 

• 

536,473 

684,641 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to  The 

4,563,490 

5,369,284 

17,813,200 

21,487,568 

Deferred  Dividends  on  Cumulative  Preferred  Stocks  of  Sub- 

sidiaries  Applicable  to  The  U.G.I.  Co. — Deducted  Above 

49,764 

21,928 

185,152 

89,699 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries,  Interest 

and  Miscellaneous  Income 

944,715 

2,031,164 

5,055,199 

8,720,711 

Total 

5,557,969 

7,422,376 

23,053,551 

30,297,978 

Expenses,  Taxes  and  Other  Deductions 

959,182 

845,179 

3,286,906 

3,156,208 

Balance  Applicable  to  Capital  Stocks  of  The  U.G.I.  Co.  . 

4,598,787 

6,577,197 

19,766,645 

27,141,770 

Dividends  on  $5  Dividend  Preferred  Stock 

956,520 

956,520 

3,826,080 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co.  . 

$3,642,267 

$5,620,677 

$15,940,565 

$23,315,690 

Earnings  per  Share 

$.157 

$.242 

$.686 

$1,003 

Previous  years'  figures  restated  for  comparative  purposes. 

1.  The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does 
not  include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operations  of  the  Municipal  Gas  Works  of 
the  City  of  Philadelphia  and  its  agency  accounts  for  operation  of  the  Northern  Liberties  Gas  Company. 

2 The  above  figures  for  all  periods  exclude  earnings  of  former  subsidiaries,  the  investments  in  which  were  sold  in  1941  and  1942  (St.  Louis  County 

Water  Company  sold  in  April  1942).  However,  dividends  and  other  income  actually  received  from  such  companies  are  included  for  all  appli- 
cable periodsT 

3 Provision  for  Federal  normal  income  tax  and  surtax,  in  the  above  statement,  is  made  at  an  aggregate  rate  of  40%  for  1942,  compared  with  31%  effec- 

tive for  the  year  1941.  Provision  for  Federal  excess  profits  tax  for  1942,  where  applicable,  has  been  made  at  rates  ranging  from  50%  to  a top 
bracket  of  75%  compared  with  35%  to  60%  under  present  law,  effective  for  1941. 

Figures  for  1942  arc  subject  to  adjustment  and  audit. 


Printed  in  United  Staten  of  America. 
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ORGANIZED  JUNE  1,  1882 
Incorporated  in  Pennsylvania 


Report  for  the  quarter  ended  September  30,  1942 


The  United  Gas  Improvement  Company 

1401  Arch  Street,  Philadelphia 


Office  of  the  President. 


November  5,  1942. 


To  the  Stockholders: 

A summarized  income  statement  of  the  Company  for  the  nine  months  and  twelve  months  ended  Septem- 
ber 30,  1942  and  1941,  is  presented  herewith: 


Nine  Months  Ended  Twelve  Months  Ended 

September  30th  September  30th 


1942 

1941 

1942 

1941 

Dividends  (Received  or  Declared): 

Subsidiary  Companies 

Other  Companies 

$11,024,502 

2,166,444 

$13,162,044 

4,791,449 

$15,501,581 

3,148,397 

$18,576,280 

7,021,875 

Total  Dividends 

Interest,  Income  from  Miscellaneous 
ments  and  Other  Income 

Invest- 

13,190,946 

248,187 

17,953,493 

233,772 

18,649,978 

380,981 

25,598,155 

361,405 

Total  Income 

13,439,133 

18,187,265 

19,030,959 

25,959,560 

Expenses  : 

Expenses,  Other  than  Taxes 
Provision  for  Taxes 

806,328 

1,093,319 

935,491 

1,148,380 

1,114,398 

1,451,799 

1,257,984 

1,531,780 

Total  Expenses 

1,899,647 

2,083,871 

2,566,197 

2,789,764 

Net  Operating  Income 

Other  Deductions  from  Income 

11,539,486 

194,107 

16,103,394 

93,649 

16,464,762 

293,942 

23,169,796 

130,008 

Net  Income 

Appropriations  of  Net  Income  . 

11,345,379 

622,766 

16,009,745 

170,090 

16,170,820 

681,674 

23,039,788 

225,514 

Net  Income  Balance 

Dividends  on  Preferred  Stock  . 

10,722,613 

2,869,535 

15,839,655 

2,869,560 

15,489,146 

3,826,055 

22,814,274 

3,826,080 

Balance  for  Common  Stock 
Dividends  on  Common  Stock 

7,853,078 

8,138,121 

12,970,095 

13,951,065 

11,663,091 

11,625,887 

18,988,194 

19,764,009 

Balance  

$285,043o 

$9 8 0,9 7 Od 

$37,204 

$775,815o 

See  applicable  footnotes  to  CornbineJ  Earnings  Statement  which  are  an  integral  part  of  the  above  statement.  D-Deficit. 


The  above  statement  covers  the  income  of  The  United  Gas  Improvement  Company  only,  as  distinguished 
from  the  combined  earnings  of  the  Company  and  its  subsidiaries,  which  appear  on  the  last  page. 

Dividend  income,  for  the  nine  months  ended  September  30,  1942,  decreased  $4,762,000.  Of  this  decrease, 
$2,137,000  is  in  dividends  received  from  subsidiary  companies  and  $2,625,000  in  dividends  received  from  other 
companies. 

The  decrease  in  dividends  received  from  subsidiary  companies  is  largely  due  to  a reduction  of  $2,044,000 
in  dividends  received  from  the  Philadelphia  Electric  Company.  The  decrease  in  dividends  received  from  com- 
panies other  than  subsidiaries  is  due  to  a reduction  of  $1,917,000  in  the  dividends  received  from  Public  Service 
Corporation  of  New  Jersey;  a decrease  of  $96,000  in  dividends  received  on  preferred  stock  of  The  Common- 
wealth & Southern  Corporation  due  to  omission  of  such  dividends  during  the  second  and  third  quarters,  and  also  to 
the  absence  of  dividends  amounting  to  $594,000  from  The  Connecticut  Light  and  Power  Company  and  The  United 
Illuminating  Company,  due  to  the  sale  of  our  investments  in  those  companies. 

The  combined  earnings  statement  shows  a progressive  improvement  in  the  business  of  the  utility  subsidiaries. 
For  the  twelve  months’,  the  nine  months’,  and  the  three  months’  periods  revenues  increased  5%,  5-6%  and  1.1%, 
respectively.  In  contrast,  there  was  a drop  in  the  percentages  of  increase  in  operating  expenses,  before  depreciation 
and  taxes,  these  precentages  being  1.9%,  5-1%  and  .4%,  for  the  respective  periods.  This  improvement  in 
operations  is,  however,  more  than  counter-balanced  by  the  increase  in  depreciation,  and  particularly  taxes,  the 
latter  now  consuming  more  than  23%  of  the  revenues. 


The  gains  in  operating  revenues  were  caused  largely  by  increased  sales,  particularly  in  the  industrial  cate- 
gory. Total  operating  revenues  for  the  quarter  increased  $1,837,000,  or  7.7%,  compared  with  an  increase  of 
$.1,051,000,  or  4.3%,  for  the  June  quarter. 

Electric  revenues  increased  $1,156,000,  or  5-8%,  a substantially  greater  increase  than  in  the  previous  quar- 
ters of  the  year,  due  principally  to  the  comparative  effect  of  the  Philadelphia  Electric  Company’s  rate  reduction 
which  became  effective  September  1,  1941.  Gas  revenues  increased  $314,000,  or  8.7%.  Other  classes  of  revenue, 
principally  transportation,  also  increased. 

Electric  sales  increased  14.1%  for  the  quarter,  compared  with  an  increase  of  11.2%  for  the  June  quarter,  and 
gas  sales  increased  14.3%,  compared  with  9.1%  for  the  June  quarter. 

Operating  expenses  including  maintenance  show  only  a nominal  increase  of  $43,900,  or  .4%,  despite  the 
larger  outputs  of  both  electricity  and  gas.  While  total  production  expenses  increased,  there  was  a decrease  in 
transmission  and  distribution  maintenance,  as  well  as  reduced  expenses  resulting  from  curtailment  of  promo- 
tional activities  (due  to  governmental  restrictions). 

Provision  for  taxes  for  the  September  quarter  includes  a credit  adjustment  of  approximately  $217,900  repre- 
senting an  over-accrual  applicable  to  the  first  six  months  of  the  year,  this  adjustment  being  made  in  order  to 
reflect  the  provision  for  Federal  income  and  excess  profits  taxes  in  accordance  with  the  “Revenue  Act  of  1942’’. 
Eliminating  this  adjustment,  total  taxes  of  $5,738,000  show  an  increase  of  $1,560,000,  or  37-3%,  most  of  which 
is  in  Federal  excess  profits  tax. 

Net  operating  revenues,  as  adjusted,  for  the  quarter  amounted  to  $6,799,000,  which  amount,  despite  the 
large  increase  in  taxes,  is  a slight  increase  over  the  corresponding  period  of  1941.  This  small  increase  is  more 
than  offset  by  a decrease  in  other  income,  net,  due  largely  to  restricted  sales  of  consumers’  appliances. 

Other  income  of  The  U.G.I.  Co.  decreased  $725,000  for  the  three  months  period  and  $2,610,000  for  the  nine 
months,  due  to  reduction  or  omission  of  dividends  by  non-subsidiary  companies,  and  sales  of  our  interest  in 
certain  other  companies,  to  which  reference  has  been  made. 

The  balance  of  combined  earnings  applicable  to  common  stock  of  The  U.G.I.  Co.  for  the  quarter  was 
$3,070,671,  or  13f5  per  share.  Eliminating  the  credit  adjustment  for  over-accrual  of  Federal  taxes  applicable  to 
the  first  six  months  of  the  year,  the  combined  earnings  for  the  quarter  were  $2,852,756,  or  12j i per  share,  com- 
pared with  $3,584,916,  or  15^  per  share,  for  the  corresponding  period  of  1941.  Combined  earnings  for  the  nine 
months  period  were  $9,777,789,  or  42^  per  share,  compared  with  $13,698,991,  or  59j£  per  share,  for  the  same 
period  of  1941. 

From  time  to  time  you  have  been  advised  that  under  the  direction  of  the  Committee  on  Integration  Pro- 
ceedings the  officers  of  the  Company  have  been  continuously  studying  and  discussing  with  the  staff  of  the  Securi- 
ties and  Exchange  Commission  possible  plans  and  procedures  looking  toward  a solution  of  some  of  the  problems 
raised  by  the  integration  proceedings.  It  will  also  be  recalled  that  the  report  to  stockholders  dated  July  31, 
1942,  made  reference  to  two  Petitions  for  Review  of  the  divestment  orders  of  the  Commission  dated  July  30, 
1941  and  May  7,  1942,  respectively,  which  are  pending  in  the  United  States  Circuit  Court  of  Appeals  for  the 
Third  Circuit.  The  Court  heard  argument  on  October  6,  1942,  but  no  decision  had  been  handed  down  at  the 
time  of  the  preparation  of  this  report.  To  date  no  plans  have  been  developed  with  respect  to  which  any  tenta- 
tive agreement  has  been  reached  with  the  Commission  Staff,  nor  is  it  likely  that  any  comprehensive  program 
can  be  developed  pending  a decision  by  the  court  in  the  above  proceedings. 

Hearings  have  been  held  by  the  Commission  involving  the  question  of  whether  this  Company  should  be 
required  to  dispose  of  its  holdings  of  stocks  of  Public  Service  Corporation  of  New  Jersey  and  the  matter  is  still 
pending  before  the  Commission.  At  one  of  these  hearings  a stockholder  of  the  Company,  who  took  part  in  the 
proceedings,  was  offered  an  opportunity  to  file  a brief  expressing  his  views  as  a stockholder.  Such  brief  has 
been  filed  with  the  Commission  and  the  Company  has  undertaken  to  forward  a copy  to  any  stockholder, 
upon  request. 

As  previously  reported,  it  has  seemed  wise,  pending  further  developments,  to  retain  at  some  sacrifice  of 
income  the  major  portion  of  our  cash  resources  or  equivalent,  resulting  principally  from  the  sales  of  securities 
during  the  last  year  and  a half.  We  have  a normal  cash  balance  of  approximately  $4,000,000,  and  in  addition, 
hold  U.  S.  Government  securities  in  the  face  amount  of  $26,080,000,  consisting  of  U.  S.  Treasury  Certificates  of 
Indebtedness,  $10,000,000  of  the  Series  “A,”  i% , due  February  1,  1943,  and  $4,800,000  of  the  Series  “B,”  }i%, 
due  August  1, 1943;  U.  S.  Treasury  Notes,  $4,200,000  of  the  Series  “C,“  1%%,  due  March  15,  1945,  and  $5,000,000 
of  the  Series  “B,”  1}4%,  due  December  15,  1946;  and  $2,080,000  U.  S.  Treasury  Bonds,  2’s  of  1949/51-  We  also 
hold  $657,500  of  Treasury  Tax  Savings  Notes  due  January  1,  1944,  out  of  an  original  investment  of  $1,000,000, 
the  balance  having  been  applied  to  the  second  and  third  installments  of  1941  Federal  income  taxes  paid  in  1942. 

The  regular  quarterly  dividend  of  $1.25  per  share  on  the  Company’s  preferred  stock  for  the  quarter  ending 
December  31,  1942,  and  a dividend  of  10fi  per  share  on  the  common  stock,  were  declared  October  27,  1942,  payable 
December  23,  1942,  to  stockholders  of  record  November  30,  1942. 


Wm.  W.  Bodine, 

President. 


The  United  Gas  Improvement  Company 

AND  SUBSIDIARY  COMPANIES 

COMBINED  EARNINGS  STATEMENT 


Three  Months  Ended  Nine  Months  Ended  Twelve  Months  Ended 
September  30th  September  30th  September  30th 


1942 

1941 

1942 

1941 

1942 

1941 

Operating  Rbvenues  of  Utility  Subsidiaries: 

Electric 

$20,942,142 

$19,785,950 

$63,286,301 

$60,754,752 

$84,087,798 

$80,868,155 

Gas 

3,908,332 

3,594,336 

12,513,106 

11,704,571 

16,555,975 

15,685,163 

Transportation 

900,001 

537,379 

2,385,048 

1,594,217 

3,002,724 

2,111,246 

Steam  Heat 

51,108 

46,696 

859,777 

795,420 

1,151,988 

1,106,197 

Total  Operating  Revenues 

Operating  Rbvenue  Deductions: 

25,801,583 

23,964,361 

79,044,232 

74,848,960 

104,798,485 

99,770,761 

Operating  Expenses,  other  than  Maintenance 

Maintenance 

9,253,738 

9,087,619 

27,189,848 

25,725,885 

36,598,114 

34,026,362 

1,497,992 

1,620,159 

4,364,080 

4,306,830 

6,155,676 

5,607,337 

Total  Operating  Expenses 

10,751,730 

10,707,778 

31,553,928 

30,032,715 

42,753,790 

39,633,699 

Provision  for  Depreciation,  Renewals,  Replacements  and 

Amortization 

Provision  for  Taxes:  (See  Note  3) 

2,512,922 

2,421,513 

7,640,193 

7,423,023 

10,102,324 

9,718,028 

Federal  Income 

1,742,094 

1,832,932 

7,864,546 

6,973,435 

9,860,581 

8,895,852 

Federal  Excess  Profits 

1,850,057 

471,916 

4,708,628 

1,779,188 

5,222,869 

1,779,188 

Other  Federal  

544,677 

537,122 

1,671,484 

1,661,959 

2,229,686 

2,185,984 

State  and  Local 

1,383,599 

1,335,929 

4,194,339 

4,257,991 

5,557,692 

5,719,766 

Total  Provision  for  Taxes 

5,520,427 

4,177,899 

18,438,997 

14,672,573 

22,870,828 

18,580,790 

Total  Operating  Rbvenub  Deductions 

18,785,079 

17,307,190 

57,633,118 

52,128,311 

75,726,942 

67,932,517 

Nbt  Operating  Revenues 

7,016,504 

6,657,171 

21,411,114 

22,720,649 

29,071,543 

31,838,244 

Other  Income,  Net 

114,401 

298,505 

535,349 

857,954 

784,235 

1,092,581 

Gross  Incomb 

Income  Deductions: 

7,130,905 

6,955,676 

21,946,463 

23,578,603 

29,855,778 

32,930,825 

Interest  on  Long-Term  Debt 

2,011,443 

1,885,562 

6,045,577 

5,864,326 

7,977,304 

7,911,200 

Amortization  of  Debt  Discount,  Premium  and  Expense  . 

76,372 

81,149 

229,310 

248,703 

308,854 

346,864 

Taxes  Assumed  on  Interest 

23,894 

28,120 

72,576 

101,923 

100,978 

139,521 

Other  Interest  Charges 

32,404 

75,822 

88,359 

213,597 

153,055 

293,407 

Miscellaneous 

53,948 

27,169 

150,713 

154,447 

166,359 

172,322 

Total 

2,198,061 

2,097,822 

6,586,535 

6,582,996 

8,706,550 

8,863,314 

Less — Interest  Charged  to  Construction 

160,272 

73,119 

455,604 

221,608 

564,051 

279,264 

Total  Incomb  Deductions 

2,037,789 

2,024,703 

6,130,931 

6,361,388 

8,142,499 

8,584,050 

Net  Incomb  of  Utility  Subsidiaries 

5,093,116 

4,930,973 

15,815,532 

17,217,215 

21,713,279 

24,346,775 

Sinking  and  Other  Fund  Appropriations  of  Net  Incomb 

58,352 

56,033 

173,167 

167,192 

229,397 

220,568 

Balancb  

5,034,764 

4,874,940 

15,642,365 

17,050,023 

21,483,882 

24,126,207 

Dividends  on  Prefbrrbd  Stocks  and  Other  Prior  Deductions. 
Earnings  Available  for  Common  Stocks  of  Utility  Sub- 

848,957 

945,890 

2,509,974 

2,793,988 

3,416,928 

3,693,596 

sidiaries 

4,185,807 

3,929,050 

13,132,391 

14,256,035 

18,066,954 

20,432,611 

Less — Minority  Interests 

Balance  of  Earnings  of  Utility  Subsidiaries  Applicable  to 

120,404 

122,881 

362,893 

436,512 

497,987 

626,753 

The  U.G.I.  Co 

Deferred  Dividends  on  Cumulative  Preferred  Stocks  of 

4,065,403 

3,806,169 

12,769,498 

13,819,523 

17,568,967 

19,805,858 

Subsidiaries  Applicable  to  The  U.G.I.  Co. — Deducted 
Above  

63,719 

23,909 

177,195 

69,736 

264,774 

97,633 

Other  Income  of  The  U.G.I.  Co.: 

Dividends,  other  than  on  Common  Stocks  of  Subsidiaries, 

Interest  and  Miscellaneous  Income 

727,690 

1,452,812 

2,417,151 

5,026,902 

3,531,899 

7,386,084 

Total  

4,856,812 

5,282,890 

15,363,844 

18,916,161 

21,365,640 

27,289,575 

Expenses,  Taxes  and  Other  Deductions 

829,634 

741,454 

2,716,520 

2,347,610 

3,541,813 

3,145,286 

Balance  Applicable  to  Capital  Stocks  of  Thb  U.G.I.  Co. 

4,027,178 

4,541,436 

12,647,324 

16,568,551 

17,823,827 

24,144,289 

Dividends  on  $5  Dividend  Preferred  Stock 

956,507 

956,520 

2,869,535 

2,869,560 

3,826,055 

3,826,080 

Balance  Applicable  to  Common  Stock  of  The  U.G.I.  Co. 

$3,070,671 

$3,584,916 

$9,777,789 

$13,698,991 

$13,997,772 

$20,318,209 

Earnings  per  Sharb 

$.132 

$.154 

$.421 

$.589 

$.602 

$.874 

Notes: 

j.  The  above  statement  includes  the  financial  statements  of  The  Philadelphia  Gas  Works  Company  which  relate  only  to  its  corporate  accounts  and  does 
not  include  those  recording  its  transactions  with  respect  to  its  lessee  accounts  in  connection  with  the  operations  of  the  Municipal  Gas  Works  of 
the  City  of  Philadelphia  and  its  agency  accounts  for  operation  of  the  Northern  Liberties  Gas  Company. 

2.  The  above  figures  for  all  periods  exclude  earnings  of  former  subsidiaries,  the  investments  in  which  were  sold  in  1941  and  1942.  However,  dividends  and 

other  income  actually  received  from  such  companies  are  included  for  all  applicable  periods. 

3.  (a)  The  above  figures  for  the  1942  periods  reflect  provision  for  Federal  tax  liability  in  accordance  with  the  "Revenue  Act  of  1942”,  adjustments  as 

were  necessary  to  correct  for  accruals  since  January  1,  1942,  being  made  in  the  September  quarter.  The  combined  earnings  applicable  to  common 
stock  of  The  U.G.I.  Co.,  for  three  months  ended  September  30.  1942  are,  therefore,  increased  in  the  amount  of  $217,915,  being  the  net  effect  of 
adjustments  for  tax  over -accruals  applicable  to  the  first  six  months  of  the  year. 

(b)  The  amounts  shown  for  Federal  excess  profits  tax  for  all  1942  periods  are  net  of  post  war  credits,  which,  for  the  nine  months  period  aggregated 
$529,660  As  a result  of  the  tax  adjustment  referred  to  above,  the  entire  amount  of  $529,660,  of  which  $366,962  is  applicable  to  the  first  six 
months  of  the  year,  is  also  reflected  in  the  three  months  figures. 

Figures  for  1942  are  subject  to  adjustment  and  audit.  Previous  years’  figures  restated  for  comparative  purposes. 


Printod  in  United  Btntea  of  America. 
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The  United  Gas  Improvement  Company 


1401  Arch  Street 
Philadelphia,  Pa. 


To  the  Stockholders: 


THE  LIBRARY  OF  THE 

FEB  5 1944 

UNIVERSITY  OF  lUINOrS 


January  24,  1944. 


On  November  23,  1943,  the  Board  of  Directors  authorized  and  directed  the  filing  with  the  Securities  and 
Exchange  Commission  of  an  application  for  its  approval,  under  Section  11(e)  of  the  Public  Utility  Holding 
Company  Act  of  1935,  of  a Supplemental  Plan  for  the  divestment  of  certain  securities  and  other  assets  under 
said  Section  11(e)  and  related  matters,  believing  that  such  Supplemental  Plan  is  fair  and  equitable  to  all  per- 
sons affected  thereby.  On  the  same  date  such  Application  was  filed  with  the  Commission. 


The  Securities  and  Exchange  Commission  on  December  28,  1943,  issued  its  Order  approving  the  Supple- 
mental Plan  and  directed  that  it  be  carried  out  and  consummated  in  accordance  with  its  terms  and  provisions. 

Briefly  summarized,  the  Supplemental  Plan  provides  that  each  share  of  capital  stock  of  U.G.I.  will  receive 
presently  as  a partial  distribution  of  capital  one-twentieth  (l/20th)  of  a share  of  Common  Stock  of  Delaware 
Power  & Light  Company  (or  cash  for  fractional  shares).  Contingent  and  other  liabilities  of  U.G.I.  to  creditors 
are  not  discharged  under  the  Supplemental  Plan  and  will  continue  against  U.G.I.  Details  as  to  the  remaining 
assets  of  U.G.I.  and  its  outstanding  guarantees  are  set  forth  in  the  Supplemental  Plan  and  the  exhibits  thereto. 

A copy  of  the  Supplemental  Plan  is  annexed  to  the  Proxy  Information  referred  to  below.  The  Supple- 
mental Plan  is  considered  advantageous  to  the  U.G.I.  stockholders  since  it  will  presently  transfer  to  them 
the  direct  ownership  of  one  of  the  Company’s  major  investments  and  effects  a substantial  reduction  in  taxes, 
besides  making  possible  a reduction  in  other  expenses  of  U.G.I. 


A copy  of  the  Report  of  the  Commission  on  the  Supplemental  Plan  is  annexed  to  the  enclosed  Proxy 
Information,  and  copies  of  the  detailed  Findings  and  Opinion  of  the  Commission  thereon  may  be  obtained 
without  charge  upon  request  to  the  Commission,  18th  and  Locust  Streets,  Philadelphia,  Pa. 

The  Board  of  Directors  of  The  United  Gas  Improvement  Company  has  authorized,  subject  to  the  approval 
of  the  stockholders,  the  Retirement  Annuity  Plan  described  in  the  attached  Proxy  Information  and  recom- 
mends your  favorable  action  in  order  that  the  Plan  may  be  formally  inaugurated.  The  Securities  and  Exchange 
Commission  has  neither  approved,  disapproved  nor  passed  upon  the  merits  of  this  Retirement  Annuity  Plan. 

The  Company  has  heretofore  had  in  effect  an  informal  retirement  plan,  but  now  considers  it  necessary 
that  a more  definite  assurance  of  annuity  benefits  be  established  for  its  employees.  The  Federal  Government 
has  recognized  the  need  in  industry  of  a pension  program,  and  has  set  up  old  age  benefits  commencing  at  age 
65  under  the  Federal  Social  Security  Act,  and  the  Plan  outlined  in  detail  in  the  Proxy  Information  is  especially 
designed  to  supplement  the  old  age  benefits  of  the  Social  Security  Act.  The  Retirement  Annuity  Plan  is 
designed  to  facilitate  the  orderly  retirement  of  present  employees  without  unreasonable  expense  to  the  Com- 
pany. The  present  informal  method  has  demonstrated  the  value  and  practical  necessity  of  making  retirement 
payments  to  those  employees  who  have  passed  the  peak  of  their  efficiency,  but  it  is  costly,  lacks  security  and 
does  not  provide  the  costs  currently  during  the  productive  years  of  the  employees  who  are  ultimately  retired. 
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The  principal  features  of  the  Retirement  Annuity  Plan  and  its  costs  are  explained  in  considerable  detail 
in  the  attached  Proxy  Information.  The  Board  of  Directors  has  reserved  the  right  to  change,  modify  or  dis- 
continue the  Plan  at  any  time  in  its  discretion,  should  future  conditions  make  it  inadvisable  for  the  Company 
to  continue  the  Plan  in  its  present  form. 

The  Directors  and  management  recommend  the  proposal  as  a progressive  and  forward  step  for  the  Com- 
pany and  its  employees,  and  believe  it  is  in  the  best  interests  of  the  Company’s  stockholders.  The  vote  of  a 
majority  of  the  shares  present  or  represented  and  voting  at  the  meeting  will  be  required  for  approval  of  the 
Retirement  Annuity  Plan. 

Accompanying  this  letter  are  a Notice,  Proxy  Information  and  form  of  Proxy,  which  are  being  sent  to 
you  in  connection  with  the  special  meeting  of  the  stockholders  of  the  Company  to  be  held  on  February  29, 
1944,  which  meeting  has  been  called  for  the  purpose  of  considering  and  acting  upon  the  Supplemental  Plan 
and  the  Retirement  Annuity  Plan,  and  the  related  matters  referred  to  in  said  notice. 

As  the  consummation  of  the  Supplemental  Plan  is,  by  its  terms,  contingent  upon  the  favorable  vote  of 
the  holders  of  not  less  than  a majority  of  the  outstanding  shares  of  the  stock  of  the  Company,  you  are  urged, 
in  the  event  that  you  do  not  expect  to  attend  the  meeting  in  person,  to  sign,  date  and  mail  promptly  the 
accompanying  Proxy  in  the  enclosed  return  envelope,  for  which  no  postage  is  necessary  if  mailed  in  the 
United  States. 


Yours  very  truly, 


W.  E.  Long, 

President. 

/ 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 


NOTICE  OF  SPECIAL  MEETING  OF  STOCKHOLDERS 


A special  meeting  of  the  stockholders  of  The  United  Gas  Improvement  Company  will  be  held  in  the 
Auditorium  of  The  Insurance  Company  of  North  America  Building,  1600  Arch  Street,  Philadelphia,  Pa.,  on 
February  29,  1944,  at  12  o’clock  noon,  for  the  purpose  of  considering  and  acting  upon  (1)  the  approval  of  the 
Supplemental  Plan  of  this  Company,  filed  with  the  Securities  and  Exchange  Commission  under  Section  1 1 (e) 
of  the  Public  Utility  Holding  Company  Act  of  1935,  and  the  consent  to  the  transactions  thereby  contem- 
plated, (2)  the  reduction  of  the  stated  capital  applicable  to  the  Capital  Stock  of  this  Company  in  the  amount 
of  $16,463,014.  representing  the  aggregate  book  cost  of  1,162,600  shares  of  Common  Stock  of  Delaware  Power 
& Light  Company  which  are  to  be  distributed  under  said  Supplemental  Plan  pro  rata  to  the  stockholders  of 
this  Company  as  a partial  distribution  of  capital,  (3)  the  approval  of  a Retirement  Annuity  Plan  for  the 
employees  of  the  Company ; and  for  the  purpose  of  considering  and  taking  such  further  action  in  connection 
with,  or  for  the  purpose  of  effectuating  the  foregoing  matters,  or  any  of  them,  as  may  be  deemed  advisable  and 
to  transact  any  and  all  other  business  that  may  properly  come  before  the  meeting. 

The  Board  of  Directors  has  fixed  January  31,  1944,  as  the  record  date  for  the  determination  of  the 
stockholders  entitled  to  vote  at  this  meeting. 

By  order  of  the  Board  of  Directors. 

Johns  Hopkins,  Secretary. 


Philadelphia,  Pa.,  January  24,  1944. 
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PROXY  INFORMATION 


Special  Meeting  of  the  Stockholders  of  The  United  Gas  Improvement  Company 

to  he  held  February  29,  1944 

This  information  is  furnished  in  connection  with  the  solicitation  of  proxies  to  be  used  at  the  special  meeting; 
of  the  stockholders  of  The  United  Gas  Improvement  Company  (hereinafter  referred  to  as  “U.G.I.”)  to  be  held 
on  February  29,  1944,  and  at  any  adjournment  or  adjournments  thereof,  for  purposes  set  forth  in  the  accom- 
panying Notice  of  special  meeting  of  stockholders  dated  January  24,  1944.  The  accompanying  Proxy  is  solicited 
by  the  management  of  U.G.I.  and  is  revocable  at  the  option  of  the  stockholder  executing  the  same.  The  cost 
of  preparing,  assembling  and  mailing  the  Proxy  Material,  estimated  to  be  approximately  $9,000,  is  to  be  paid 
by  U.G.I. 


SUPPLEMENTAL  PLAN 

The  Supplemental  Plan  of  U.G.I.,  dated  November  23,  1943,  for  the  divestment  of  certain  securities  and 
other  assets  under  Section  1 1(e)  of  the  Public  Utility  Holding  Company  Act  of  1935  and  related  matters,  was 
approved  by  the  Securities  and  Exchange  Commission  by  order  dated  December  28,  1943,  directing  the  Sup- 
plemental Plan  to  be  carried  out  and  consummated  in  accordance  with  its  terms  and  provisions.  A copy  of 
the  Supplemental  Plan  is  annexed  hereto. 

Briefly  summarized,  the  Supplemental  Plan  provides  for  the  distribution  to  each  share  of  U.G.I.  Capital 
Stock,  as  a partial  distribution  of  capital,  of  l/20th  of  a share  of  Common  Stock  of  Delaware  Power  & Light 
Company,  cash  to  be  issued  in  lieu  of  fractional  shares. 

A copy  of  the  Report  of  the  Securities  and  Exchange  Commission  on  the  Supplemental  Plan  is  annexed 
hereto.  Copies  of  the  detailed  Findings  and  Opinion  of  the  Commission  on  the  Supplemental  Plan  may  be 
obtained  without  charge  upon  request  to  the  Commission  at  18th  and  Locust  Streets,  Philadelphia,  Pa. 

BUSINESS  OF  DELAWARE  POWER  & LIGHT  COMPANY 

A brief  description  of  the  nature  of  the  business  of  Delaware  Power  & Light  Company  and  its  subsidiaries, 
The  Eastern  Shore  Public  Service  Company  of  Maryland  and  Eastern  Shore  Public  Service  Company  of 
Virginia,  is  as  follows: 

Delaware  Power  & Light  Company  and  its  subsidiaries  (hereinafter  called  the  Company)  supply  electric 
service  to  approximately  91,000  customers  in  the  States  of  Delaware,  Maryland  and  Virginia.  The  territory 
served  covers  the  entire  State  of  Delaware,  and  a substantial  part  of  what  is  generally  known  as  the  Delmarva 
Peninsula,  extending  southward  on  the  east  side  of  Chesapeake  Bay,  through  Maryland  and  Virginia,  to  Cape 
Charles,  Virginia;  and  in  addition  includes  an  area  comprised  of  four  counties  in  southern  Maryland  on  the 
west  side  of  and  adjacent  to  Chesapeake  Bay.  The  territory  embraces  an  area  of  5,500  square  miles  with  a 
population  of  382,000,  including  Wilmington,  the  largest  city  in  Delaware,  with  a population  of  112,000.  The 
Company  supplies  at  wholesale  all  of  the  electric  energy  requirements  of  Chester  County  Light  and  Power 
Company,  an  affiliate  serving  Kennett  Square,  Pennsylvania,  and  territory  adjacent  thereto.  The  Company 
also  supplies  all  of  the  electric  energy  requirements  of  the  towns  of  Clayton,  New  Castle,  Newark  and  Smyrna 
in  Delaware,  whose  distribution  systems  are  owned  and  operated  by  the  municipalities;  it  also  supplies  the 
total  requirements  of  electric  energy  of  the  Delaware  Rural  Electric  Association  operating  in  Delaware.  The 
Maryland  subsidiary  supplies  all  of  the  electric  energy  requirements  of  the  town  of  St.  Michaels  in  Maryland, 
whose  distribution  system  is  owned  and  operated  by  the  municipality;  it  also  supplies  the  total  requirements 
of  electric  energy  of  The  Choptank  Cooperative,  Inc.,  operating  in  Maryland. 

The  Company  also  supplies  manufactured  gas  service  to  approximately  39,000  customers  in  the  city  of 
Wilmington,  Delaware,  and  territory  adjacent  thereto.  The  territory  served  with  gas  embraces  an  area  of 
approximately  90  square  miles  and  has  a population  of  approximately  160,000.  The  Company  supplies  at 
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wholesale  all  of  the  gas  requirements  of  Chester  County  Light  and  Power  Company,  an  affiliate  serving  Kennett 
Square,  Pennsylvania,  and  the  territory  adjacent  thereto.  It  also  supplies  at  wholesale,  at  the  Delaware- 
Maryland  State  line,  all  of  the  gas  requirements  of  Elkton  Gas  Company,  supplying  the  town  of  Elkton, 
Maryland.  The  Maryland  subsidiary  supplies  manufactured  gas  service  to  681  customers  in  Cambridge, 
Maryland,  having  a population  of  10,102. 

The  Company  engages,  to  a minor  extent,  in  the  manufacture  and  sale  of  ice  and  the  sale  of  cold  storage 
and  refrigeration  service. 

While  the  Delaware  Power  & Light  Company  as  presently  constituted  began  business  on  October  15, 
1943,  a statement  of  pro-forma  consolidated  earnings  for  the  twelve  months  ended  November  30,  1943,  giving 
effect  to  the  present  capitalization  of  Delaware  Power  & Light  Company  and  its  subsidiaries,  indicates  an 
earning  power  for  the  Common  Stock  of  approximately  $1.08  per  share. 

The  corporate  and  consolidated  statements  of  earnings,  on  a pro-forma  basis,  for  the  twelve  months  ended 
November  30,  1943,  and  corporate  and  consolidated  balance  sheets,  as  of  the  same  date,  of  Delaware  Power 
& Light  Company  and  subsidiaries,  are  attached. 

FINANCIAL  STATEMENTS  OF  U.G.I. 

\ , 

Income  Statement  for  the  twelve  months  ended  November  30, 1943,  and  Balance  Sheet  as  of  November  30, 

1943,  are  attached. 

MARKET  PRICES  DURING  LAST  TWO  YEARS 


r 


A statement  of  certain  market  prices  or  quotations  of  the  securities**  involved  in  the  Supplemental  Plan 


is  as  follows: 


The  United  Gas  Improvement  Company 


Common  Stock* 

Capital  Stock* 

' 

High 

Low 

High 

Low 

1942— 

January-March 

• 5S/s 

3/ 

— 

— 

April- June 



3 5/8 

— 

— 

July-September 

4jd5 

35/8 

— 

— 

October-December 

5/s 

3/8 

— 

— 

1943— 

January-March 

8/ 

5 5/8 

— 

— 

April-June 

9/ 

1/8 

25/ 

2/8 

July-September 

10K 

9/2 

2/ 

2/8 

October-December 

— 

— 

25/8 

2/ 

All  of  the  Capital  or  Common  Stock  of  Delaware  Power  & Light  Company  has 
been  owned  by  The  United  Gas  Improvement  Company  during  the  last  two  years, 
with  the  result  that  there  have  been  no  market  prices  or  quotations  for  such  stocks. 


(*)  Listed  on  New  York  and  Philadelphia  Stock  Exchanges. 

(**)  Under  the  original  U.G.I.  Plan  dated  December  22,  1942,  as  amended,  for  the  divestment  of 
certain  securities  and  other  assets  under  Section  11(e)  of  the  Public  Utility  Holding  Company 
Act  of  1935,  effective  June  11, 1943,  U.G.I.  distributed  securities  of  Philadelphia  Electric  Com- 
pany and  Public  Service  Corporation  of  New  Jersey  and  cash,  as  therein  more  particularly 
set  forth,  and  its  $5  Dividend  Preferred  Stock  was  liquidated  and  discharged  and  the  Common 
Stock  of  U.G.I.  became  Capital  Stock. 
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SECURITIES  OWNED  BY  DIRECTORS  AND  OFFICERS  OF  THE  COMPANY 

As  of  December  1,  1943,  Capital  Stock  of  U.G.I.  owned  by  the  U.G.I.  Directors  and  Officers  and  by 
their  respective  associates  (as  defined  in  Regulation  X-14  issued  by  the  Commission  under  the  Securities 
Exchange  Act  of  1934),  based  upon  information  furnished  to  U.G.I.  by  the  Directors  and  Officers  at  its  request, 
were  as  follows : 

The  United  Gas 
Improvement  Company- 

Shares 


Wm.  W.  Bodine,  Chairman  of  Executive  Committee,  Director.  . 1,800 

His  Associates 50,971 

A.  S.  Corson,  Vice-President — 

His  Associates — 

Wm.  C.  Dickerman,  Director — 

His  Associates 5,300 

John  A.  Frick,  Director 120 

His  Associates 400 

Wm.  M.  Hickey,  Director 1,000 

His  Associates 6,066,223 

Fred  B.  Hofft,  Vice-President 120 

His  Associates 120 

Johns  Hopkins,  Secretary-Treasurer 1,000 

His  Associates _ . 6,775 

W.  E.  Long,  President,  Director 1,000 

His  Associates — 

Hudson  W.  Reed,  Director 300 

His  Associates - — 

Garfield  Scott,  General  Counsel,  Director 4,608 

His  Associates 1,020 

Henderson  Supplee,  Jr.,  Director 700 

His  Associates , — 

Robert  V.  White,  Director 100 

His  Associates — 


All  of  the  Common  Stock  of  Delaware  Power  & Light  Company  was  owned  on  December  1,  1943,  and 
still  is  owned  by  U.G.I. 

FEDERAL  INCOME  TAX  STATUS  OF  DISTRIBUTION  TO  STOCKHOLDERS 

U.G.I.  is  advised  by  its  counsel  that,  while  no  special  ruling  has  been  obtained  from  the  Bureau  of  Internal 
Revenue  on  the  precise  question  involved,  in  their  opinion  no  gain  or  loss  would  be  recognized  under  the  present 
Federal  income  tax  law  to  the  U.G.I.  stockholders  as  a result  of  the  receipt  of  the  shares  of  the  common  stock 
of  Delaware  Power  & Light  Company  in  accordance  with  the  Supplemental  Plan. 

U.G.I.  has  applied  to  the  Bureau  of  Internal  Revenue  for  a ruling  on  the  tax  status  of  the  proposed  dis- 
tribution and  you  will  be  advised  of  the  action  of  the  Bureau  at  the  time  of  such  distribution. 

RETIREMENT  ANNUITY  PLAN 

The  Board  of  Directors  of  The  United  Gas  Improvement  Company,  subject  to  approval  of  the  Stock- 
holders, has  authorized  a Retirement  Annuity  Plan,  for  eligible  employees  of  the  Company  effective  Janu- 
ary 1,  1944.  The  Plan  is  to  be  underwritten  by  John  Hancock  Mutual  Life  Insurance  Company.  If  it  is 
found  necessary,  after  submission  of  the  Plan  to  the  U.  S.  Treasury  Department,  the  Company  may  modify 
the  details  of  the  Plan  in  order  to  obtain  tax  benefits  provided  under  the  Internal  Revenue  Code  and  to  con- 
form to  requirements  of  the  Treasury  Department;  or  the  Company  may  abandon  the  Plan,  if  the  Company 
deems  that  it  is  impractical  to  comply  with  the  requirements  of  the  Treasury  Department.  However,  no 
material  changes  are  intended  or  contemplated  at  this  time  or  in  the  foreseeable  future.  The  Securities  and 
Exchange  Commission  has  neither  approved,  disapproved  nor  passed  upon  the  merits  of  this  Retirement 
Annuity  Plan. 
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Reason  for  Adoption  of  Plan 

The  Company  for  many  years  has  had  in  effect  an  informal  retirement  plan,  under  which  it  has  made 
monthly  payments  to  former  employees  who  have  been  retired,  each  case  being  considered  on  an  individual 
basis.  Past  experience  has  demonstrated  the  desirability  of  making  retirement  payments  to  long  service 
employees  who  have  passed  the  peak  of  their  efficiency,  but  the  method  followed  is  unsatisfactory  in  that  it 
makes  no  provision  during  the  period  of  employment  for  the  amounts  to  be  paid  to  the  employees  following 
their  retirement.  The  present  practice  is  indefinite,  lacks  adequate  assurance  of  benefits  for  the  employees, 
and  the  annual  amounts  of  retirement  payments  have  grown  from  year  to  year  as  the  average  age  of  the 
employees  has  increased  and  additional  retirements  have  become  necessary.  The  Board  of  Directors  believes 
that  a Plan  of  the  nature  which  they  have  approved  is  the  most  economical  plan  that  is  practical  and  will 
serve  the  best  interests  of  the  stockholders  and  the  employees.  The  objective  of  the  proposed  retirement 
program  is  to  provide  for  employees  reasonably  adequate  retirement  incomes  from  the  combined  benefits  of 
the  Plan  and  Old  Age  Benefits  of  the  Social  Security  Act,  which  latter  Benefits  the  Plan  is  especially  designed 
to  supplement.  The  Plan  is  non-contributory  on  the  part  of  employees.  Payments  under  the  Plan  are  pro- 
vided by  means  of  retirement  annuities  under  a group  annuity  plan,  a master  contract  being  issued  to  the 
Company,  and  an  individual  certificate  being  issued  to  each  participating  employee. 

Employees  Eligible 

Those  employees  of  the  Company,  with  regular  full  time  employment  (including  employees  who  are  also 
directors  or  officers)  who  have  completed  at  least  5 years  of  continuous  service  with  the  Company  will  be 
eligible  to  participate  in  the  Plan  on  its  effective  date,  provided  they  are  under  age  65.  Service  with  the  Com- 
pany, as  referred  to  herein,  shall  include  service  with  a subsidiary  in  which  The  United  Gas  Improvement 
Company  owned  50%  or  more  of  the  voting  securities  at  the  time  of  the  employee’s  entry  into  the  service  of 
The  United  Gas  Improvement  Company. 

Other  present  employees  and  new  employees  will  become  eligible  on  the  anniversary  of  the  Plan  on  which 
they  first  satisfy  the  above  requirement,  provided  they  are  under  age  65. 

Approximately  99  employees,  including  7 officers,  one  being  President  and  a director,  and  one  being 
General  Counsel  and  a director,  are  eligible.  There  is  one  officer  who  is  not  eligible.  Directors  who  are  not 
* full  time  employees  are  not  eligible. 

Former  employees  (approximately  34  in  number)  who  are  already  receiving  retirement  payments  and 
those  employees  who  are  about  to  be  retired  and  will  receive  such  payments  on  the  present  pay-as-you-go- 
basis,  as  well  as  present  employees  who,  on  January  1,  1944,  will  be  65  years  of  age  or  over,  will  not  be  included 
in  the  Plan.  It  is  expected  that  employees  who,  on  January  1,  1944,  will  be  65  years  of  age  and  over,  when 
eventually  retired,  will  be  granted  appropriate  retirement  payments,  but  such  payments  will  not  be  insured 
as  are  those  for  employees  eligible  under  the  Plan;  such  payments  will  be  determined  by  the  President  of 
the  Company,  subject  to  the  approval  of  the  Board  of  Directors.  Payments  to  former  employees,  already 
retired,  and  payments  to  be  made  to  those  about  to  be  retired,  total  approximately  $114,000  on  an  annual  basis. 

Retirement  Date 

Normal  Retirement  Date — -First  day  of  the  month  coincident  with  or  next  following  attainment  of  normal 
retirement  age  for  present  eligible  employees  as  follows : 

Present  Age  Normal  Retirement  Age 


Age  60  and  under 65 

61  66 

62  67 

63  68 

64  69 

The  normal  retirement  age  for  present  employees  not  now  eligible  and  for  new  employees  shall  be  65. 
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Earlier  Optional  Retirement  Date — With  the  consent  of  the  Company,  retirement  may  take  place  on  the 
first  day  of  any  month  within  10  years  prior  to  normal  retirement  date,  but  with  a consequently  smaller  benefit. 

Postponed  Retirement — With  the  consent  of  the  Company,  an  employee  may  remain  in  service  on  a 
year-to-year  basis  after  normal  retirement  age.  In  such  event,  the  Company’s  contributions  will  cease  at 
normal  retirement  age,  and  annuity  payments  to  the  employee  will  then  commence,  irrespective  of  whether  the 
employee  remains  in  sendee,  with  adjustment  being  made  by  the  Company  in  the  employee’s  salary. 

Amount  of  Retirement  Annuity 

For  Future  Sendee — The  yearly  amount  of  future  service  annuity  (payable  in  monthly  installments  after 
normal  retirement  until  death  of  employee)  purchased  for  an  employee  in  each  year  after  the  effective  date  of 
the  Plan,  will  be  equal  to: 

(a)  >£%  of  that  portion  of  his  earnings  in  such  year  which  is  not  in  excess  of  $600;  plus 

(b)  1%  of  that  portion  of  his  earnings  in  such  year  which  is  in  excess  of  $600,  but  not  in  excess  of  $10,000; 

plus 

(c)  }i%  of  that  portion,  if  any,  of  his  earnings  in  such  year  which  is  in  excess  of  $10,000. 

The  total  yearly  amount  of  retirement  annuity  on  account  of  future  service  payable  to  the  employee 
during  each  year  for  life  from  his  normal  retirement  date,  will  be  equal  to  the  aggregate  of  all  such  future 
sendee  annuities  purchased  for  him  over  the  entire  period  of  his  participation  in  the  Plan. 

For  Past  Service — The  yearly  amount  of  annuity  payable  on  account  of  service  rendered  by  the  employee 
prior  to  the  effective  date  of  the  Plan  will  be  equal  to : 

(a)  H%  of  that  portion  of  his  annual  earnings  on  the  effective  date  of  the  Plan  which  is  not  in  excess  of 

$600:  plus 

(b)  1%  of  that  portion  of  such  earnings  which  is  in  excess  of  $600  but  not  in  excess  of  $10,000;  plus 

(c)  %%  of  that  portion,  if  any,  of  such  earnings  which  is  in  excess  of  $10,000, 
multiplied  by  the  number  of  completed  years  of  such  service  with  the  Company. 

In  computing  credited  past  service,  no  credit  will  be  given  for  service  that  preceded  any  continuous  absence 
of  more  than  twelve  months,  except  an  authorized  absence,  nor  will  credit  be  given  to  new  employees  for  years 
of  service  rendered  prior  to  their  becoming  eligible  under  the  Plan. 

The  earnings  and  credited  past  service  of  each  employee  will  be  determined  by  the  Company. 

If,  prior  to  retirement,  an  employee’s  services  are  terminated  and  he  is  subsequently  re-employed,  he  will 
be  considered  a new  employee  and  will  not  be  eligible  for  a past  service  retirement  annuity. 

The  maximum  yearly  amount  of  retirement  annuity  payable  to  any  employee  shall  be  $10,000.  When 
the  maximum  amount  of  retirement  annuity  has  been  purchased  for  the  employee,  contributions  will  cease 
and  no  further  retirement  annuities  will  be  purchased  for  him. 

The  Plan  has  been  designed  to  produce  retirement  annuities  in  amounts  which,  taken  together  with  Fed- 
eral Old  Age  Benefits,  will  range  from  approximately  40%  of  the  average  pay  for  the  higher  paid  employees  to 
approximately  62%  of  the  average  pay  for  the  employees  in  the  lower  salary  brackets. 

Assuming  full  participation  under  the  Plan  of  the  following  named  directors  and  officers;  that  they 
remain  in  the  employment  of  the  Company  until  normal  retirement  age  and  that  their  future  compensation 
will  be  the  same  as  currently  paid,  the  three  directors  and  officers  who  would  be  entitled  to  the  largest  retire- 
ment annuities  at  their  normal  retirement  dates  are  W.  E.  Long,  President  and  Director,  $10,000  (maximum 
under  Plan),  Garfield  Scott,  General  Counsel  and  Director,  $7,463,  and  A.  S.  Corson,  Vice-President,  $6,897. 
The  compensation  paid  by  the  Company  during  the  year  1943  to  Messrs.  Long,  Scott  and  Corson  was  $32,000, 
$24,000,  and  $12,000,  respectively. 

Cost  to  the  Company 

Future  Service  Annuities — Based  upon  the  present  number  of  eligible  employees,  it  is  estimated  that  the 
first  year’s  cost  for  future  service  annuities  will  be  approximately  $28,000,  less  income  tax  savings.  This  cost 
will  increase  somewhat  during  the  subsequent  4 year  period,  at  the  end  of  which  period  certain  employees 
(approximately  15  in  number,  2 of  whom  are  officers  and  directors)  will  become  of  normal  retirement  age,  and 
premiums  for  them  will  cease.  Costs  from  that  date  on  will  be  correspondingly  reduced,  such  reduction  being 
partly  offset  by  added  costs  because  of  newly  eligible  employees. 
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The  amount  of  the  Company’s  cost  in  each  year  will  depend  upon  the  attained  age,  sex  and  salary  of 
each  employee. 

Past  Service  Annuities — Cost  to  the  Company  for  past  service  annuities,  to  be  paid  in  a lump  sum  as 
of  the  effective  date  of  the  Plan,  will  be  approximately  $765,000,  less  income  tax  savings,  such  cost  to  be 
immediately  disposed  of  by  charging  the  Company’s  Surplus  Account. 

This  cost  has  been  determined  by  the  age,  sex  and  salary,  as  well  as  the  length  of  credited  service  of 
each  employee. 

No  Death  Benefits 

There  is  no  return  to  the  Company  or  to  the  employee’s  beneficiary  in  the  event  of  an  employee’s  death 
before  or  after  retirement,  inasmuch  as  the  Insurance  Company’s  rates  are  designed  for  anticipated  deaths, 
and,  therefore,  are  lower  than  they  would  be  otherwise. 

Termination  of  Employment  Prior  to  Retirement 

Employees  Withdrawal  Values — An  employee  who  at  the  time  of  termination  has  -completed  at  least  3 
years  of  service  under  the  Plan  will  have  a portion  or  all  of  the  Company’s  contributions  on  his  behalf  vested 
in  him  to  provide  a deferred  annuity  to  commence  at  normal  or  earlier  optional  retirement  date.  The  portion 
of  the  Company’s  contributions  used  to  provide  this  annuity  will  be  determined  as  follows: 

Portion  of  Company’s 
Contributions  Used  in 


Years  of  Service  under  the  Plan  Determining  Annuity 


Less  than  3 Years None 

3 Years  but  Less  than  4 30% 

4 Years  but  Less  than  5 40% 

5 Years  but  Less  than  6 50% 

6 Years  but  Less  than  7 60% 

7 Years  but  Less  than  8 70% 

8 Years  but  Less  than  9 80% 

9 Years  but  Less  than  10 90% 

10  Years  or  More 100% 


An  employee  who,  at  the  time  of  termination,  has  completed  35  or  more  years  of  service  with  the  Company, 
will  receive  an  annuity  based  on  100%  of  the  Company’s  contributions,  regardless  of  the  number  of  years  of 
service  under  the  Plan. 

Company’s  Withdrawal  Credit — In  the  event  of  termination  of  employment  while  the  employee  is  in  good 
health  and  provided  the  Company’s  contributions  are  not  vested  in  the  employee,  there  will  be  credited  to 
the  Company: 

(a)  96%  of  the  contributions  for  future  service  annuities  with  2%  interest  compounded  annually  on  each 

contribution  from  the  end  of  the  year  of  payment  to  the  first  of  the  month  in  which  termination 
occurs;  plus 

(b)  96%  of  Company’s  contributions  for  any  past  service  annuity  which  has  been  purchased  for  the 

employee  with  2%  interest  compounded  annually  for  the  number  of  completed  months  from  the 
date  of  payment  to  the  date  of  termination,  or  100%  of  such  contribution,  whichever  is  greater. 

Contingent  Annuitant  Option 

Under  certain  specified  conditions  the  employee  may  elect  to  receive  a reduced  amount  of  retirement 
annuity,  all,  two-thirds,  or  one-half  of  which  will  be  continued  to  a surviving  dependent  or  relative  for  the 
remainder  of  such  contingent  annuitant’s  lifetime. 

Modification,  Suspension,  or  Discontinuance 

In  the  case  of  an  increase  in  coverage  for  the  employee  under  the  Federal  Social  Security  Act,  the  Com- 
pany may  make  such  arrangements  as  it  deems  appropriate  to  adjust  and  decrease  the  benefits  provided  for 
employees  under  their  contracts  to  take  into  account  the  additional  cost  and  benefits  provided  under  such 
Federal  Social  Security  Act. 
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Other  modifications  or  alterations  in  the  Plan  may  be  made  at  any  time  by  mutual  agreement  between 
the  Company  and  the  Insurance  Company. 

Annuity  purchases  may  be  suspended  for  all  employees  or  for  all  employees  of  any  specified  class  or  classes 
for  a period  not  greater  than  one  year,  upon  the  written  request  of  the  Company,  provided  the  Plan  has  been 
in  effect  for  one  year.  Such  a suspension  may  be  extended  by  mutual  agreement  between  the  Company  and 
the  Insurance  Company  for  other  periods  not  exceeding  one  year  each. 

Upon  written  notice  to  the  Insurance  Company  by  the  Company,  annuity  purchases  can  be  discontinued. 

Any  such  change,  suspension  or  discontinuance  will  not  affect  retirement  annuities  already  purchased  by 
the  total  contributions  paid  to  the  Insurance  Company  prior  to  the  date  of  such  change,  suspension  or  dis- 
continuance. 

Guarantee  of  Provisions  and  Rates 

The  provisions  and  rates  in  effect  at  the  time  the  Plan  becomes  effective  are  guaranteed  by  the  Insurance 
Company  for  five  years,  with  the  right  reserved  to  change  them  thereafter  with  respect  to  both  old  and  new 
employees.  Any  such  changes  would  have  no  effect  upon  the  amount  of  annuities  already  purchased  prior 
thereto. 

Dividends 

The  group  annuity  contract  is  a participating  one,  and  any  divisible  surplus  of  the  Insurance  Company 
is  payable  to  the  Company  when  and  as  earned  and  apportioned. 

Limitation  of  Rights 

Unless  otherwise  provided  by  law,  the  retirement  income  and  other  benefits  under  the  Plan  are  non- 
assessable. The  Plan  will  be  strictly  a voluntary  provision  on  the  part  of  the  Company  and  will  not  constitute 
a contract  with  any  employee  or  give  any  employee  any  right  other  than  to  such  retirement  income  as  shall 
accrue  to  him  under  the  Plan  with  respect  to  his  service  with  the  Company. 

Other  Terms  and  Conditions 

The  foregoing  does  not  purport  to  set  forth  all  the  terms  and  conditions  necessary  or  desirable  for  the 
operation  of  the  Plan.  The  Company  reserves  the  right  to  fix  other  terms  and  conditions. 

Any  reference  herein  to  a determination  by  the  Company  shall  mean  a determination  by  the  Board  of 
Directors  of  the  Company,  or  a committee  thereof,  or  officers  of  the  Company  to  whom  the  Board  of  Directors 
may  delegate  its  authority. 


OTHER  MATTERS 

The  management  does  not  know  of  any  matters  which  will  be  presented  at  said  meeting  for  action  by 
the  stockholders,  other  than  those  referred  to  in  the  accompanying  Letter  and  Notice  of  Meeting.  However, 
if  any  other  matters  are  properly  brought  before  the  meeting  or  any  adjournment  or  adjournments  thereof, 
it  is  intended  that  votes  will  be  cast  pursuant  to  said  Proxy,  with  respect  to  such  other  matters,  in  accordance 
with  the  best  judgment  of  the  persons  acting  under  said  Proxy. 

Each  stockholder  is  urged,  in  case  he  is  unable  to  be  present  at  the  meeting,  to  sign  and  date  the  enclosed 
form  of  Proxy  and  return  it  without  delay  in  order  that  the  proposed  action  may  be  taken  at  the  Special  Meeting 
of  the  stockholders. 

Johns  Hopkins, 

Secretary 

Philadelphia,  Pa.,  January  24,  1944. 
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DELAWARE  POWER  & LIGHT  COMPANY 


DELAWARE  POWER  & LIGHT  COMPANY  AND  SUBSIDIARIES  (Consolidated) 

PRO-FORMA  STATEMENTS  OF  EARNINGS 
For  the  Twelve  Months  Ended  November  30,  1943 

Company  Consolidated 


Operating  Revenues : 


Electric $7,194,962  $9,609,816 

Gas 1,665,513  1,691,924 

Ice 47,195  250,876 


Total  Operating  Revenues 

Operating  Revenue  Deductions : 

Operating  Expenses,  Other  than  Maintenance  and 

Purchased  Power  and  Gas 

Power  and  Gas  Purchased 

Maintenance 

Provision  for  Depreciation,  Renewals  and  Replace- 
ments  

Provision  for  Taxes: 

Federal  Income 

Federal  Excess  Profits,  Net  of  Postwar  Credits. 

Other  Federal 

State  and  Local 


$8,907,670  $11,552,616 


1,235,909 

2,443,384 

2,998,845 

2,817,292 

249,184 

417,299 

737,874 

1,137,541 

771,430 

937,085 

983,136 

1,193,852 

170,583 

246,576 

158,763 

338,255 

T otal'  Operating  Revenue  Deductions 7 , 305 ,724 


Net  Operating  Revenues 1,601,946 

Other  Income : 

Dividends  on  Investments  in  Subsidiary  Companies . 234,250 

Interest  on  Notes  of  Subsidiary  Companies 181,400 

Income  from  Merchandising,  Jobbing  and  Contract 

Work (1,239) 

Other,  Net 5,190 


9,531,284 


2,021,332 


(3,077) 

6,130 


Total  Other  Income 


419,601 


3,053 


Gross  Income 

Income  Deductions : 

Interest  on  Long-Term  Debt 

Amortization  of  Premium  on  Debt  (Credit) 

Other  Interest  Charges 

Interest  Charged  to  Construction  (Credit) 

Amortization  of  Electric  and  Common  Plant  Acqui- 
sition Adjustments 

Miscellaneous 


2,021,547  2,024,385 


450,000 

450,000 

(22,179) 

(22,179) 

10,386 

13,255 

(4,538) 

(6,516) 

166,874 

166,874 

2,553 

3,305 

Total  Income  Deductions 

Pro-Forma  Net  Income 

Preferred  Dividends 


603,096 


1,418,451 

160,000 


604,739 


1,419,646 

160,000 


Balance 


$1,258,451 


$1,259,646 


Interim  statements,  subject  to  adjustment  and  audit. 

Note:  The  above  pro-forma  statements  of  earnings  do  not  purport  to  reflect  past  actual  operating  expenses  and  earnings  of 

Delaware  Power  & Light  Company  but  include  the  operations  of  Eastern  Shore  Public  Service  Company  for  the  ten  and 
one-half  months  ended  October  15,  1943  (date  of  merger  with  Delaware  Power  & Light  Company).  These  statements 
also  give  effect  to  certain  adjustments  and  transactions  arising  principally  from  the  refinancing  recently  consummated 
by  the  Company  and  its  subsidiaries  as  though  such  refinancing  had  been  in  effect  throughout  the  period. 
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DELAWARE  POWER  & LIGHT  COMPANY 
DELAWARE  POWER  & LIGHT  COMPANY  AND  SUBSIDIARIES  (Consolidated) 

BALANCE  SHEETS,  NOVEMBER  30,  1943 


Assets  and  Other  Debits 


Property,  Plant  and  Equipment  (Including  intangibles,  electric  plant 
adjustments  and  electric  and  gas  plant  acquisition  adjustments) : 

Electric  and  Common 

Gas 

Ice 

Excess  of  Cost  of  Certain  Properties  of  The  Eastern  Shore  Public 
Service  Company  of  Maryland  Over  Value  Thereof  Found  by 
the  Public  Service  Commission  of  Maryland 

Total  Property,  Plant  and  Equipment 


Investments: 

Subsidiary  Companies — Pledged  as  Collateral  under  Outstanding 

Mortgage  Bonds,  (See  contra) 

Other  Physical  Property 

Miscellaneous,  at  Nominal  Amounts 

Total  Investments 

Current  and  Accrued  Assets: 

Cash  on  Hand  and  Demand  Deposits  in  Banks 

Special  Deposits: 

For  Redemption  of  First  Mortgage  5)4%  Bonds,  Series  A, 
of  The  Maryland  Light  and  Power  Company,  Including 

Premium  (See  contra) 

For  Redemption  of  Preferred  Stocks  of  Eastern  Shore  Public 
Service  Company,  Including  Premiums  and  Accrued  Divi- 
dends (See  contra) 

Other 

Temporary  Cash  Investments,  United  States  Government  Secu- 
rities, at  Cost  (Amount  indicated  by  November  30,  1943, 

market  quotations,  $740,633) 

Accounts  Receivable: 

Customers  (Service) 

Appliances,  etc.  (Including  installment  accounts) 

Ice  and  Cold  Storage 

Less  Reserve  for  Uncollectible  Accounts 

Associated  Companies. : 

Miscellaneous 

Interest  Receivable: 

Associated  Companies 

Others 

Rents  Receivable 

Materials  and  Supplies  (At  cost  or  average  cost) : 

Operation,  Construction,  etc 

Merchandise  for  Resale 

Other 


Total  Current  and  Accrued  Assets 


Deferred  Debits: 

Prepayments 

Estimated  Additional  Federal  Excess  Profits  Tax  Savings  in  1943 
Attributable  to  Non-Recurring  Tax  Deductions  Occasioned  by 

Refinancing 

Unamortized  Debt  Discount  and  Expense  on  The  Maryland  Light 
and  Power  Company  First  Mortgage  5)4%  Bonds,  Series  A, 

Called  for  Redemption 

Less  Reserve 

Postwar  Credit  of  Federal  Excess  Profits  Tax 

Overpayment  on  1941  Federal  Income  and  Excess  Profits  Taxes. 
Other 


Total  Deferred  Debits 

Capital  Stock  Expense 

Total  Assets  and  Other  Debits 

Interim  statements,  subject  to  adjustment  and  audit. 


Company  Consolidated 


$21,778,868 

7,947,828 

552,110 

$32,563,447 

8,195,522 

1,266,316 

— 

349,681 

$30,278,806 

$42,374,966 

9,796,513 

261,336 

2 

266,538 

2 

10,057,851 

266,540 

1,960,635 

2,486,817 

— 

1,110,780 

3,741,022 

32,042 

3,741,022 

32,042 

740,000 

740,000 

638,561 

66,548 

12,251 

(135,219) 

54,914 

24,706 

791,242 

72,512 

16,541 

(159,886) 

31,102 

27,820 

23,296 

3,916 

3,987 

246 

320,183 

54,727 

2,579 

359,147 

54,727 

5,224 

7,540,161 

9,313,323 

104,767 

135,709 

62,059 

76,713 

58,108 

34,543 

37,846 

(37,846) 

68,396 

10,087 

36,414 

259,477 

327,319 

52,494 

52,494 

$48,188,789 

$52,334,642 
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DELAWARE  POWER  & LIGHT  COMPANY 
DELAWARE  POWER  & LIGHT  COMPANY  AND  SUBSIDIARIES  (Consolidated) 

BALANCE  SHEETS,  NOVEMBER  30,  1943 


Liabilities  and  Other  Credits  Company  Consolidated 


Capital  Stock: 

Delaware  Power  & Light  Company: 

Preferred  Stock,  Cumulative,  Par  Value  $100,  Authorized 
100,000  Shares  for  all  Series: 

4%  Series,  Issued  and  Outstanding  40,000  Shares $4,000,000  $4,000,000 

Premium  on  Sale  of  Preferred  Stock 112,760  112,760 


4,112,760  4,112,760 

(Redeemable  in  whole  or  in  part  until  September  30, 

1948,  at  $107  per  share,  or  $4,280,000  in  the  aggregate) 

Common  Stock,  Par  Value  $13.50: 

Authorized  3,000,000  Shares 

Issued  and  Outstanding  1,162,600  Shares 15,695,100  15,695,100 


Total  Capital  Stock 

Long-Term  Debt: 

Delaware  Power  & Light  Company  First  Mortgage  and  Collateral 
Trust  Bonds,  3%  Series,  Due  October  1,  1973  (Notes  and  stocks 
of  subsidiary  companies  carried  at  investment  cost  of  $9,796,513, 
eliminated  in  consolidation,  pledged  as  collateral) 

Current  and  Accrued  Liabilities : 

Long-Term  Debt  Called  for  Redemption  December  1,  1943,  In- 
cluding Premium,  The  Maryland  Light  and  Power  Company 

First  Mortgage  5}4%  Bonds,  Series  A (See  contra) 

Liability  for  Redemption  of  Preferred  Stocks  of  Eastern  Shore 
Public  Service  Company,  Including  Premiums  and  Accrued 

Dividends  (See  contra) . 

Accounts  Payable: 

Associated  Company. 

Vendors,  etc 

Dividend  Declared,  Preferred 

Customers’  Deposits 

Taxes  Accrued: 

Federal  Income  and  Excess  Profits 

Less  Tax  Anticipation  Notes,  at  Cost 

Other  Federal 

State  and  Local 

Interest  Accrued: 

Long-Term  Debt , 

Other ; 

Accrued  Expenses  in  Connection  with  Issuance  of  Long-Term 

Debt  and  Preferred  Stock 

Other  Current  and  Accrued  Liabilities 

Total  Current  and  Accrued  Liabilities 

Deferred  Credits: 

Unamortized  Premium  on  Debt 

Customers’  Advances  for  Construction 

Other 


Total  Deferred  Credits 


Reserves : 

Depreciation,  Renewals  and  Replacements 

Plant  Acquisition  and  Plant  Adjustments  and  Amortization 

Thereof 

Investments  in  Subsidiaries 

Injuries  and  Damages 

Other 


Total  Reserves 

Contributions  in  Aid  of  Construction . . . 
Surplus  Earned  Since  October  IS,  1943 


$19,807,860 


15,000,000 


■ — 

1,110,780 

3,741,022 

3,741,022 

7 

348,721 

40,000 

78,011 

7 

354,520 

40,000 

129,336 

998,182 

(725,000) 

46,079 

38,441 

1,230,817 

(735,000) 

56,442 

76,370 

75,000 

31,286 

75,000 

45,622 

66,377 

28,534 

66,377 

35,224 

4,766,660 

636,940 

34,393 

12,323 

636,940 

66,986 

12,325 

683,656 

5,990,526 

8,384,932 

755,370 

726,513 

51,204 

9,504 

1,644,728 

51,204 

9,504 

7,533,117 

283,200 

114,296 


$19,807,860 


15,000,000 


6,226,517 


716,251 


10,090,368 

351,706 

141,940 


Total  Liabilities  and  Other  Credits 


$48,188,789 


$52,334,642 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

INCOME  STATEMENT 

For  the  Twelve  Months  Ended  November  30,  1943 

Income : 

Dividends: 

Subsidiaries,  Majority  Owned : 

Delaware  Power  & Light  Company. $ 825,000 

Other 1,093,121 

Other  Statutory  Subsidiaries 40,490 

Other  Companies 11,481,553* 

Total 13,440,164 

Interest: 

Subsidiaries,  Majority  Owned 84,806 

Other  Companies 31,747 

Total 116,553 

Income  from  Miscellaneous  Investments 114,900 

Income  from  Special  Fund 790 

Other  Income 335,906 

Total  Income 14,008,313 

Expenses : 

Salaries,  Office  Rentals,  Supplies,  Etc 664,495 

General  Expenses 827,782 

Sub-Total 1,492,277 

Provision  for  Federal  Taxes 752,956 

Provision  for  Pennsylvania  State  Taxes 298,476 

Sub-Total 1,051,432 

Total  Expenses 2,543,709 

Net  Operating  Income 11,464,604 

Other  Deductions  from  Income 204,522 

Net  Income 11,260,082 

Income  Appropriated  to  Special  Fund  Reserve,  Etc 210,695 

Net  Income  Balance 11,049,387 

Dividends  on  $5  Dividend  Preferred  Stock 2,231,676** 

Balance  Available  for  Common  Stock  and  Surplus $ 8,817,711 

Interim  statement,  subject  to  adjustment  and  audit. 

(*)  Includes  dividends  received  on  Philadelphia  Electric  Company  and  Public  Service  Corporation  of  New  Jersey  common  stocks 
prior  to  distribution  of  substantially  all  of  such  stocks  by  U.G.I.  to  its  stockholders,  as  of  June  15,  1943. 

(**)  Includes  dividends  to  June  30,  1943  (the  final  record  date  being  May  28,  1943).  The  Preferred  Stock  was  liquidated  and 
discharged  as  of  June  11,  1943. 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

BALANCE  SHEET  AS  OF  NOVEMBER  30,  1943 

ASSETS  AND  OTHER  DEBITS 

Investments  (At  cost  or  less) : 

Investment  Securities  and  Advances : 

Delaware  Power  & Light  Company 

Other  Investment  Securities  and  Advances : 

^Majority  Owned  Subsidiaries 

Other  Companies 

Miscellaneous  Investments 

Total  Investments 

Special  Fund — For  Retirement  of  $5  Dividend  Preferred  Stock 

Special  Fund — Other 

Current  Assets : 


Cash  Deposits  in  Banks  and  Temporary  Cash  Investments : 

Cash  Deposits  in  Banks . . . >- $2,136,024 

U.  S.  Treasury  Tax  Savings  Notes 238,000 

Other  TJ.  S.  Treasury  Bonds,  Notes  and  Certificates  of  Indebtedness 4,580,000 


Other  Current  Assets 

Total  Current  Assets 


Deferred  Charges : 

Advances  to  Ugite  Sales  Corporation  for  Experimental  Purposes 3,930,000 

Less:  Reserve 425,000 


Other  Deferred  Charges 

Total  Deferred  Charges 

Total  Assets  and  Other  Debits 

LIABILITIES  AND  OTHER  CREDITS 

Capital  Stock — No  Par: 

Issued  and  Outstanding — 23,252,005  Shares 

Liability  of  $40  Per  Share — For  Retirement  of  $5  Dividend  Preferred  Stock  (Notes  6 and  8). . 

Current  Liabilities : 

Accrued  Taxes 

Other  Current  Liabilities 

Total  Current  Liabilities 

Deferred  Credits 

Reserves : 

Possible  Losses  on  Investments 

Other 

Total  Reserves 

Earned  Surplus 

Total  Liabilities  and  Other  Credits 

Interim  statement,  subject  to  adjustment  and  audit. 

(See  Notes  1 to  8,  inclusive,  to  Balance  Sheet.) 


$ 16,463,014 

29,624,566 

47,052,063 

13,835,125 

106,974,768 

537,240 

31,365 


6,954,024 

374,857 

7,328,881 


3,505,000 

42,830 

3,547,830 

$118,420,084 


$ 48,397,418 
537,240 


1,459,096 

400,389 

1,859,485 

1,200 


48,490,325 

126,057 

48,616,382 

19,008,359 

$118,420,084 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

NOTES  TO  BALANCE  SHEET 
November  30,  1943 


1.  The  United  Gas  Improvement  Company  is  guarantor  of  $2,983,000  principal  amount  of  long-term  debt  and  interest  thereon, 
which  is  covered  by  indemnification  agreements  of  others,  as  follows: 


Contingent 

Liability 


Burlington  Gas  Light  Company — 1st 
Mortgage  5%  Gold  bonds  due 
January  1,  1955 $1,250,000(A)(B) 

St.  Clair  County  Gas  & Electric  Com- 
pany— First  Consolidated  Mortgage 
5%  Gold  Bonds  due  March  1,  1959.  1,233, 000(B) 

Waukesha  Gas  and  Electric  Com- 
pany— First  Mortgage  5%  Gold 
Bonds  due  January  1,  1959 500.000(B) 


$2,983,000 


Remarks 


(Indemnified  by  The  Peoples  Light  & Power 
| Company  and  Peoples  Hydro-Electric  Ver- 
( mont  Corporation  (Now  Green  Mountain 
Power  Corporation)  and  assumed  by  Green 
( Mountain  Power  Corporation. 

(Indemnified  by  North  American  Light  & 
( Power  Company  and  assumed  by  Illinois 
( Iowa  Power  Company. 

(Indemnified  by  North  American  Edison  Com- 
j pany,  dissolved  February  8,  1939,  and  as- 
[ sumed  by  The  North  American  Company. 

$2,983,000 


Indemnifica- 
tion Amount 

$1,250,000 

1,233,000 

500,000 


(A)  Includes  $7,000  principal  amount  held  by  Trustee  in  the  Property  Release  Account. 

(B)  As  at  December  31,  1942. 


2.  The  Company  is  obligated  to  indemnify  The  Koppers  Company  of  Delaware  on  account  of  that  company’s  guarantee  of  the 
payment  of  dividends  at  the  rate  of  $3  per  share  per  annum  on  198,997  shares  of  preferred  stock  of  The  Connecticut  Gas  & 
Coke  Securities  Company  for  25  years  from  October  1,  1926. 


3.  An  agreement  dated  July  2,  1900,  provided  for  the  employment  of  The  United  Gas  Improvement  Company  by  Northern 
Liberties  Gas  Company  as  its  agent  to  operate  its  properties  and  supply  and  distribute  gas  in  that  portion  of  the  City  of 
Philadelphia  which  was  formerly  known  as  the  District  of  Northern  Liberties. 

By  an  agreement  dated  May  14,  1937,  between  The  United  Gas  Improvement  Company  and  The  Philadelphia  Gas  Works 
Company  (a  subsidiary),- the  latter  company  was  substituted  as  agent  under  the  agreement  dated  July  2,  1900.  Concur- 
rently, the  Northern  Liberties  Gas  Company  consented  to  this  substitution  and  The  United  Gas  Improvement  Company 
guaranteed  full  performance  by  The  Philadelphia  Gas  Works  Company  of  all  obligations  under  the  agency  agreement.  The 
United  Gas  Improvement  Company  also  guaranteed  full  payment  to  the  Northern  Liberties  Gas  Company  of  $39,000  annually 
and  payments  for  taxes  and  assessments,  all  as  specified  in  the  agreement,  for  a period  of  99  years  from  July  2,  1900. 


4.  The  United  Gas  Improvement  Company,  under  agreements  of  suretyship,  guarantees  the  faithful  performance  by  The  Phila- 
delphia Gas  Works  Company  of  its  obligations,  under  agreement  with  the  City  of  Philadelphia,  for  the  operation  of  the 
Philadelphia  Gas  Works. 


5.  The  Company  has  a contingent  liability  of  $215,000  for  Pennsylvania  franchise  tax  assessments  (of  the  former  The  American 

Gas  Company)  for  1935  and  1936.  These  assessments  are  under  appeal. 

6.  In  addition  to  the  liability  of  $537,240  representing  $40  per  share  on  13,431  shares  of  $5  Dividend  Preferred  Stock  not  yet 

redeemed  on  November  30,  1943,  the  Company  has  a further  liability  for  delivery,  in  connection  with  said  redemption,  of 
40,293  shares  of  Philadelphia  Electric  Company  $1  Dividend  Preference  Common  Stock,  being  3 shares  for  each  share  of 
U.G.I.  Preferred  Stock  subject  to  redemption  in  accordance  with  the  Divestment  Plan. 

7.  The  Company  also  has  a liability  at  November  30,  1943,  under  the  Divestment  Plan,  for  the  delivery  of  the  following  securities 

to  holders  of  U.G.I.  Scrip  Certificates  for  fractional  shares  distributed  August  20,  1943,  in  accordance  with  the  Divestment 
Plan,  but  not  yet  converted  into  full  shares: 

(a)  23,275-2/3  shares  of  Philadelphia  Electric  Company  Common  Stock  (new),  being  1 share  for  each  3 shares  of  U.G.I. 

Common  Stock. 

(b)  27,793-8/12  shares  of  Public  Service  Corporation  of  New  Jersey  Common  Stock,  being  1 share  for  each  12  shares  of 

U.G.I.  Common  Stock. 


8.  The  Company  is  holding  as  of  November  30,  1943,  not  included  in  the  Statement  of  Assets  and  Liabilities,  the  securities  required 
to  meet  the  liabilities  shown  in  the  foregoing  notes  6 and  7. 
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UNITED  STATES  OF  AMERICA 


Before  the 

SECURITIES  AND  EXCHANGE  COMMISSION 


In  the  Matter  of  \ 

The  United  Gas  Improvement  Company,  I 

Applicant.  / File  No.  54-65 

Section  11(e)  of  the  Public  Utility  Holding  * 

Company  Act  of  1935.  / 


SUPPLEMENTAL  PLAN  OF 
THE  UNITED  GAS  IMPROVEMENT  COMPANY 


FOR  THE  DIVESTMENT  OF  CERTAIN  SECURITIES  AND  OTHER 
ASSETS  UNDER  SECTION  11(e)  OF  PUBLIC  UTILITY 
HOLDING  COMPANY  ACT  OF  1935 
AND  RELATED  MATTERS 


(Dated  November  23,  1943) 

The  Board,  of  Directors  of  The  United  Gas  Improvement  Company,  a Pennsylvania  corporation  (here- 
inafter called  “U.G.I.”),  has  approved  this  Supplemental  Plan  and  has  directed  that  it  be  submitted  to  the 
Securities  and  Exchange  Commission  (hereinafter  called  “Commission”)  pursuant  to  Section  11(e)  of  the 
Public  Utility  Holding  Company  Act  of  1935  (hereinafter  called  the  “Act”).  The  Supplemental  Plan  is  sub- 
mitted to  the  Commission  by  Application  (hereinafter  called  the  “Application”)  of  U.G.I.  dated  Novem- 
ber 23,  1943,  under  Section  11(e)  of  the  Act,  for  approval  of  the  Supplemental  Plan  as  filed  or  as  the  same 
may  be  amplified  by  order  of  the  Board  of  Directors  (hereinafter  called  “Supplemental  Plan”). 


PURPOSE  AND  SUMMARY  OF  SUPPLEMENTAL  PLAN 

Under  and  in  accordance  with  the  original  U.G.I.  Plan  dated  December  22,  1942,  as  amended,  for  the 
divestment  of  certain  securities  and  other  assets  under  Section  11(e)  of  the  Act,  U.G.I.  has  distributed  secu- 
rities of  Philadelphia  Electric  Company  and  Public  Service  Corporation  of  New  Jersey  and  cash,  as  more 
particularly  provided  therein,  and  the  purpose  of  the  Supplemental  Plan  is  to  presently  distribute  to  the 
stockholders  of  U.G.I.  all  of  the  issued  and  outstanding  shares  of  Common  Stock  of  Delaware  Power  & Light 
Company,  consisting  of  1,162,600  shares  ($13.50  per  share  par  value),  all  of  which  are  owned  by  U.G.I.,  an 
objective  referred  to  in  the  original  Plan,  as  amended,  but  which  was  reserved  by  U.G.I.  for  further  consid- 
eration and  action. 
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After  the  distribution  of  Delaware  Power  & Light  Company  Common  Stock,  U.G.I.  will  have  the  following: 


Stocks  and  Advances — Subsidiary  Companies — Majority  Owned  . 
Investment  Securities — Other  Statutory  Subsidiaries  .... 
Investments  in  Stocks  of  Other  Companies  (Principally  Holding 

Companies)  ...  

Bonds,  Receivables,  Equipment,  Etc 

Total 


As  of  October  31,  1943 


Book 

Investment 

Estimated  or 
Market  Value 

$29,624,566 

$18,566,699 

1,255,163 

627,765 

54,028,105 

27,855,536 

5,603,960 

2,299,873 

$90,511,794 

$49,349,873 

In  addition,  the  outstanding  U.G.I.  guarantees,  as  shown  in  the  Notes  to  the  Balance  Sheet  attached  as 
Exhibit  1 to  the  Supplemental  Plan,  include  the  following:  guarantee  of  the  performance  by  The  Philadelphia 
Gas  Works  Company  of  its  obligations,  under  agreements  with  the  City  of  Philadelphia,  for  the  operation  of 
the  Philadelphia  Gas  Works;  indemnification  with  respect  to  dividends  on  Preferred  Stock  of  The  Connecticut 
Gas  & Coke  Securities  Company;  and  guarantee  of  principal  and  interest  on  long-term  debt  of  various  non- 
associated  companies. 


Under  the  Supplemental  Plan  each  share  of  Capital  Stock  of  U.G.I.  will  receive  presently  as  a partial 
distribution  of  capital,  one-twentieth  (l/20th)  of  a share  of  Common  Stock  of  Delaware  Power  & Light  Com- 
pany (or  cash  for  fractional  shares).  Contingent  and  other  liabilities  of  U.G.I.  to  creditors  are  not  discharged 
under  the  Supplemental  Plan  and  will  continue  against  U.G.I. 

The  Supplemental  Plan  in  detail  is  set  forth  in  the  following  paragraphs: 


THE  SUPPLEMENTAL  PLAN 

1.  (a)  There  shall  be  distributed  pro  rata  to  the  holders  of  the  23,252,005  shares  of  Capital  Stock  of 
U.G.I.,  as  a partial  distribution  of  capital,  1,162,600  shares  of  the  Common  Stock  of  Delaware  Power  & Light 
Company  owned  by  U.G.I.;  such  distribution  to  be  on  the  basis  of: 

One- twentieth  (l/20th)  of  a share  of  the  Delaware  Power  & Light  Company  Common  Stock 

to  and  on  account  of  each  share  of  the  Capital  Stock  of  U.G.I.  (or  cash  for  fractional  shares). 

(b)  Such  distribution  shall  be  made  to  U.G.I.  stockholders  of  record  as  of  a date  to  be  fixed  by  the 
Board  of  Directors  of  U.G.I.  and  as  soon  as  practical  after  the  effective  date  of  the  Supplemental  Plan,  with- 
out surrender  of  the  shares  of  U.G.I.  Capital  Stock  and  the  certificates  representing  the  same. 

(c)  Each  holder  of  Capital  Stock  of  U.G.I.  who  would  be  entitled  to  a fractional  share  of  the 
Common  Stock  of  Delaware  Power  & Light  Company,  as  above  provided  in  this  Paragraph  1,  shall  in 
lieu  thereof,  receive  cash. 

The  amount  payable  for  fractional  shares  shall  be  determined  as  follows: 

Arrangements  will  be  made  to  have  the  Common  Stock  of  Delaware  Power  & Light  Company  traded  in 
on  the  Philadelphia  Stock  Exchange,  on  a when  distributed  basis,  when  and  if  the  Supplemental  Plan  becomes 
effective,  which  is  expected  to  be  approximately  February  29,  1944. 

The  average  of  the  daily  closing  sales  price  (bid  price  if  no  sales  are  made)  on  the  Philadelphia  Stock 
Exchange  for  the  period  from  March  27,  1944  to  March  31,  1944  both  inclusive,  shall  be  considered  the  value 
of  the  whole  shares  of  Common  Stock,  which  value  per  share  shall  be  used  as  the  basis  for  computing  the  value 
of  fractional  shares  and  the  amount  of  cash  to  be  distributed  in  lieu  thereof. 
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2.  Subject  to  appropriate  corporate  proceedings  under  the  laws  of  Pennsylvania,  including  the  affirmative 
vote  of  the  holders  of  at  least  a majority  of  the  outstanding  shares  of  Capital  Stock  of  U.G.I.,  the  stated  capital 
applicable  to  the  U.G.I.  Capital  Stock  shall  be  reduced,  without  changing  the  number  of  authorized  or  issued 
shares  thereof,  in  the  amount  of  the  aggregate  book  cost  to  U.G.I.  of  the  shares  of  Delaware  Power  & Light 
Company  Common  Stock  which  are  to  be  distributed  under  Paragraph  1 hereof  as  a partial  distribution  of  capital. 

A balance  sheet  of  U.G.I.  as  of  October  31,  1943,  with  adjustments  giving  effect  to  the  Supplemental  Plan, 
is  annexed  hereto  as  Exhibit  1,  together  with  an  estimated  income  statement  of  U.G.I.  on  an  annual  basis, 
with  adjustments  giving  effect  to  the  Supplemental  Plan,  annexed  hereto  as  Exhibit  2. 

3.  The  contingent  and  other  liabilities  and  obligations  of  U.G.I.  to  its  creditors  and  obligees  are  not 
discharged  by  the  Supplemental  Plan  and  shall  continue  and  remain  against  U.G.I.  subject  to  the  terms  thereof. 
The  distribution  of  shares  of  Delaware  Power  & Light  Company  Common  Stock  by  U.G.I.  to  its  stockholders 
pursuant  to  the  provisions  of  the  Supplemental  Plan  shall  be  made  free  and  clear  of  any  and  all  claims  and 
demands  of  creditors  against  U.G.I. 

4.  The  Supplemental  Plan  shall  be  declared  effective  by  action  of  the  U.G.I.  Board  of  Directors  within 
90  days  after  the  entry  by  the  Commission  of  an  order  approving  the  Supplemental  Plan  and  directing  the 
Supplemental  Plan  to  be  carried  out  and  consummated  in  accordance  with  its  terms  and  provisions. 


CONDITIONS  OF  CONSUMMATION  OF  SUPPLEMENTAL  PLAN 

The  consummation  of  the  Supplemental  Plan  is  contingent  upon  the  favorable  vote  of  the  holders  of  not 
less  than  a majority  of  the  outstanding  shares  of  Capital  Stock  of  U.G.I.  It  is  subject  to  all  necessary  approvals 
and  consents  of  governmental  authorities  and  agencies  having  jurisdiction  over  the  distribution. 


ORDER  REQUESTED  AND  RESERVATIONS 

The  Application  of  U.G.I.  to  the  Commission  requests  it  to  enter  an  order  approving  the  Supplemental 
Plan  and  authorizing,  directing  and  requiring  the  Supplemental  Plan  to  be  consummated  in  accordance  with 
its  terms  and  providing,  inter  alia,  that  the  holders  of  the  Capital  Stock  of  U.G.I.  and  all  creditors  of  and 
claimants  against  U.G.I.  shall  have  only  the  rights  specifically  set  forth  or  provided  for  in  the  Supplemental  Plan. 

The  statements,  opinions,  estimates  and  conclusions  contained  in  the  Supplemental  Plan  and  the  annexed 
Exhibits  are  submitted  by  U.G.I.  solely  for  the  purpose  of  assisting  the  Commission  and  other  regulatory 
bodies,  the  stockholders  and  other  parties  in  interest,  and  are  not  intended  for  the  use  or  information  of  pro- 
spective purchasers  of  any  securities,  whether  now  existing  or  proposed  to  be  issued,  or  for  any  purposes  other 
than  the  purpose  stated  in  this  paragraph;  and  no  one  is  authorized  to  make  any  statements  regarding  the 
Supplemental  Plan  whether  with  reference  to  any  securities  referred  to  herein  or  otherwise,  which  are  not  set 
forth  herein. 

This  Supplemental  Plan  is  submitted,  and  all  statements  herein  are  made,  with  reservation  of  all  con- 
stitutional and  legal  rights  of  U.G.I.  and  of  its  associate  or  affiliated  companies,  as  more  fully  set  forth  in  the 
Application. 

Approved  by  order  of  the  Board  of  Directors. 


THE  UNITED  GAS  IMPROVEMENT  COMPANY, 

(Signed)  W.  E.  Long, 

President. 

There  are  set  forth  on  the  following  pages  the  financial  statements  filed  as  Exhibits  1 and  2 to  this  Sup- 
plemental Plan. 


19 


EXHIBIT  1. 


THE  UNITED  GAS  IMPROVEMENT  COMPANY 

BALANCE  SHEET  AS  OF  OCTOBER  31,  1943 
With  Adjustments  Giving  Effect  to  the  Supplemental  Plan 


October  3 1 , 1943 
before  giving  effect 


ASSETS  AND  OTHER  DEBITS  Supplemental  Plan 

Investments  (At  cost  or  less) : 

Investment  Securities  and  Advances : 

Delaware  Power  & Light  Company $ 16,463,014 

Other  Investment  Securities  and  Advances: 

Majority  Owned  Subsidiaries 29,624,566 

Other  Companies 47,052,063 

Miscellaneous  Investments 13,835,165 

Total  Investments  (Schedule  I)  . . 106,974,808 

Special  Fund — For  Retirement  of  $5  Dividend  Preferred 
Stock 701,840 

Special  Fund — Other 31,365 

Current  Assets: 

Cash  Deposits  in  Banks  and  Temporary  Cash  Invest- 
ments: 

Cash  Deposits  in  Banks  . . . $2,039,890 

U.  S.  Treasuiy  Tax  Savings  Notes  238,000 
Other  U.  S.  Treasury  Bonds,  Notes 
and  Certificates  of  Indebtedness  4,580,000  6,857,890 

Other  Current  Assets 290,744 

Total  Current  Assets 7,148,634 

Deferred  Charges: 

Advances  to  Ugite  Sales  Corporation 
for  Experimental  Purposes  . . . 3,930,000 


Other  Deferred  Charges 65,300 

Total  Deferred  Charges 3,570,300 

Total  Assets  and  Other  Debits $118,426,947 


Adjustments  to 
give  effect  to  the 
Supplemental  Plan 


$16,463,014 


16,463,014 


$16,463,014 


LIABILITIES  AND  OTHER  CREDITS 


Capital  Stock — No  Par: 

Issued  and  Outstanding — 23,252,005  Shares  . . . $ 48,397,418 

Liability  of  $40  Per  Share— $5  Dividend  Preferred 

Stock  (Notes  7 and  8) 701,840 

Current  Liabilities: 

Accrued  Taxes t . 1,359,256 

Other  Current  Liabilities 408,872 

Total  Current  Liabilities  ....  1,768,128 

Deferred  Credits 2,400 

Reserves: 

Possible  Losses  on  Investments 48,490,325 

Other 122,977 

Total  Reserves 48,613,302 

Earned  Surplus 18,943,859 

Total  Liabilities  and  Other  Credits $118,426,947 


$16,463,014 


$16,463,014 


(See  Notes  1 to  8 to  Pro-Forma  Balance  Sheet,  page  21.) 


Pro-Forma 
Balance  Sheet 
giving  effect  to  the 
Supplemental  Plan 


$ 29,624,566 
47,052,063 
13,835,165 
90,511,794 

701,840 

31,365 


6,857,890 

290,744 

7,148,634 


3,505,000 

65,300 

3,570,300 

$101,963,933 


$ 31,934,404 

701,840 

1,359,256 

408,872 

1,768,128 

2,400 

48,490,325 

122,977 

48,613,302 

18,943,859 

$101,963,933 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

NOTES  TO  PRO-FORMA  BALANCE  SHEET 
OCTOBER  31,  1943 


1.  Under  and  in  accordance  with  the  original  Plan  dated  December  22,  1942,  as  amended,  for  the  divestment  of  certain  securities 

and  other  assets  under  Section  11(e)  of  the  Public  Utility  Holding  Company  Act  of  1935,  The  United  Gas  Improvement 
Company  distributed  securities  of  Philadelphia  Electric  Company  and  Public  Service  Corporation  of  New  Jersey  and  cash, 
as  provided  in  said  original  Plan,  as  amended. 

2.  The  United  Gas  Improvement  Company  is  guarantor  of  $2,983,000  principal  amount  of  long-term  debt  and  interest  thereon, 

which  is  covered  by  indemnification  agreements  of  others,  as  follows: 


Contingent  Indemnifica- 

Liability  tion  Amount 


Remarks 


Burlington  Gas  Light  Company — 1st 
Mortgage  5%  Gold  Bonds  due 
January  1,  195S $1, 250, 000(A)  (B) 


St.  Clair  County  Gas  & Electric  Com- 
pany— First  Consolidated  Mortgage 
5%  Gold  Bonds  due  March  1, 1959.  1,233, 000(B) 

Waukesha  Gas  and  Electric  Com- 
pany— First  Mortgage  5%  Gold 
Bonds  due  January  1,  1959  . . 500, 000(B) 


$2,983,000 


$1,250,000 


1,233,000 

500,000 

$2,983,000 


Indemnified  by  The  Peoples  Light  & Power 
Company  and  Peoples  Hydro-Electric  Ver- 
mont Corporation  (Now  Green  Mountain 
Power  Corporation)  and  assumed  by  Green 
Mountain  Power  Corporation. 

(Indemnified  by  North  American  Light  & 
-j  Power  Company  and  assumed  by  Illinois 
( Iowa  Power  Company. 

[Indemnified  by  North  American  Edison  Com- 
j pany,  dissolved  February  8,  1939,  and  as- 
[ sumed  by  The  North  American  Company. 


(A)  Includes  $7,000  principal  amount  held  by  Trustee  in  the  Property  Release  Account. 


(B)  As  at  December  31,  1942. 


3.  The  Company  is  obligated  to  indemnify  The  Koppers  Company  of  Delaware  on  account  of  that  company’s  guarantee  of  the 

payment  of  dividends  at  the  rate  of  $3  per  share  per  annum  on  198,997  shares  of  preferred  stock  of  The  Connecticut  Gas  & 
Coke  Securities  Company  for  25  years  from  October  1,  1926.  Other  Deductions  from  Income  of  the  Statement  of  Estimated 
Income  in  Exhibit  2 includes  $163,178  as  the  estimated  current  payment  under  the  indemnification  agreement. 

4.  An  agreement  dated  July  2,  1900,  provided  for  the  employment  of  The  United  Gas  Improvement  Company  by  Northern 

Liberties  Gas  Company  as  its  agent  to  operate  its  properties  and  supply  and  distribute  gas  in  that  portion  of  the  City  of 
Philadelphia  which  was  formerly  known  as  the  District  of  Northern  Liberties. 

By  an  agreement  dated  May  14,  1937,  between  The  United  Gas  Improvement  Company  and  The  Philadelphia  Gas  Works 
Company  (a  subsidiary),  the  latter  Company  was  substituted  as  agent  under  the  agreement  dated  July  2,  1900.  Concur- 
rently, the  Northern  Liberties  Gas  Company  consented  to  this  substitution  and  The  United  Gas  Improvement  Company 
guaranteed  full  performance  by  The  Philadelphia  Gas  Works  Company  of  all  obligations  under  the  agency  agreement.  The 
United  Gas  Improvement  Company  also  guaranteed  full  payment  to  the  Northern  Liberties  Gas  Company  of  $39,000 
annually  and  payments  for  taxes  and  assessments,  all  as  specified  in  the  agreement,  for  a period  of  99  years  from  July  2,  1900. 

5.  The  United  Gas  Improvement  Company,  under  agreements  of  suretyship,  guarantees  the  faithful  performance  by  The  Phila- 

delphia Gas  Works  Company  of  its  obligations,  under  agreement  with  the  City  of  Philadelphia,  for  the  operation  of  the 
Philadelphia  Gas  Works. 


6.  The  Company  has  a contingent  liability  of  $215,000  for  Pennsylvania  franchise  tax  assessments  (of  the  former  The  American 
Gas  Company)  for  1935  and  1936.  These  assessments  are  under  appeal. 


7.  In  addition  to  the  liability  of  $701,840  representing  $40  per  share  on  17,546  shares  of  $5  Dividend  Preferred  Stock  not  yet 

redeemed  on  October  31,  1943,  the  Company  has  a further  liability  for  delivery,  in  connection  with  said  redemption,  of 
52,638  shares  of  Philadelphia  Electric  Company  $1  Dividend  Preference  Common  Stock,  being  3 shares  for  each  share  of 
U.G.I.  Preferred  subject  to  redemption  in  accordance  with  the  Divestment  Plan. 

8.  The  Company  also  has  a liability  at  October  31,  1943,  under  the  Divestment  Plan,  for  the  delivery  of  the  following  securities 

to  holders  of  U.G.I.  Scrip  Certificates  for  fractional  shares  distributed  August  20,  1943,  in  accordance  with  the  Divestment 
Plan,  but  not  yet  converted  into  full  shares: 

(a)  24,822-2/3  shares  of  Philadelphia  Electric  Company  Common  Stock  (new),  being  1 share  for  each  3 shares  of  U.G.I. 

Common  Stock. 

(b)  29,405-8/12  shares  of  Public  Service  Corporation  of  New  Jersey  Common  Stock,  being  1 share  for  each  12  shares  of 

U.G.I.  Common  Stock. 
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SCHEDULE  I 


THE  UNITED  GAS  IMPROVEMENT  COMPANY 


INVESTMENTS 
October  31,  1943 

With  Adjustments  Giving  Effect  to  the  Supplemental  Plan 


Class  and  Par  Value 

Shares 

Before  giving 
effect  to  the 
Supplemental 
Plan 

Adjustments 
to  give  effect 
to  the 

Supplemental 

Plan 

Pro-Forma 
giving  effect 
to  the 

Supplemental 

Plan 

Investment  Securities  and  Advances: 
Delaware  Power  & Light  Company 

Common — $13.50  Par 

1,162,600 

$16,463,014 

$16, 463, 014(a) 

— 

Other  Investment  Securities  and  Advances: 
Majority  Owned  Subsidiaries  (Exclusive 
of  Delaware  Power  & Light  Company) : 
Stocks: 

Allentown-Bethlehem  Gas  Company 

Common — $50  Par 

60,375 

2,314,534 

$2,314,534 

Arizona  Power  Corporation,  The  . 

$6  Preferred — No  Par 

25 

2,100 

— 

2,100 

Chester  County  Light  and  Power 
Company 

Common — $100  Par 

5,850 

614,882 



614,882 

Commonwealth  Utilities  Corpora- 
tion   

“A”  Common — No  Par 

894 

16,119 



16,119 

Commonwealth  Utilities  Corpora- 
tion   

“B”  Common — No  Par 

88,095 

1,541,663 



1,541,663 

Connecticut  Gas  & Coke  Securities 
Company,  The 

Common — No  Par 

210,617 

1,484,121 



1,484,121 

Consumers  Gas  Company  . 

Capital — $25  Par 

140,085 

3,547,175 

— 

3,547,175 

Delaware  Coach  Company  . 

Capital — No  Par 

900,000 

3,729,045 

— 

3,729,045 

Harrisburg  Gas  Company,  The. 

Common — $100  Par 

18,085 

1,054,399 

— - 

1,054,399 

Lebanon  Valley  Gas  Company  . 

Common — $50  Par 

19,765 

818,477 

— 

818,477 

Luzerne  County  Gas  and  Electric 
Corporation 

Common — No  Par 

176,694 

2,424,762 



2,424,762 

Nashville  Gas  and  Heating  Com- 
pany   

Capital — $100  Par 

20,000 

2,212,407 



2,212,407 

New  Haven  Gas  Light  Company  . 

Capital — $25  Par 

350 

11,724 

— 

11,724 

Philadelphia  Gas  Works  Company, 
The 

Capital — $100  Par 

50 

5,000 

V 

5,000 

Ugite  Sales  Corporation .... 

Capital — No  Par 

2,500 

250,000 

— 

250,000 

Utilities  Realty  Company,  The. 

Capital — $50  Par 

76,160 

3,808,000 

— 

3,808,000 

Welsbach  Company 

Welsbach  Company 

Advances  on  Open  Accounts: 

Connecticut  Gas  & Coke  Securities 
Company,  The 

7%  Preferred — $100  Par 
Common — $100  Par 

Interest  Rate 

11,738  ) 

24, 480 K ) 

Principal 

Amount 

$171,173 

1 

• 

171,173 

1 

171,173 

Philadelphia  Gas  Works  Company, 
The 

6% 

1,250,000 

1,250,000 



1,250,000 

Philadelphia  Gas  Works  Company, 
The 

3% 

175,000 

175,000 



175,000 

Utilities  Realty  Company,  The. 

— 

3,140,000 

3,140,000 

— 

3,140,000 

Welsbach  Company 

— 

1,053,984 

1,053,984 

— 

1,053,984 

Total  Majority  Owned  Subsidiaries  (Ex- 
clusive of  Delaware  Power  & Light 
Company) 

$29,624,566 

$29,624,566 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

INVESTMENTS 


October  31,  1943 

With  Adjustments  Giving  Effect  to  the  Supplemental  Plan 
(Continued) 


Other  Companies: 

Stocks: 

American  Superpower  Corporation  - (of 

Delaware),  The 

American  Water  Works  and  Electric 

Company,  Inc 

Bridgeport  Gas  Light  Company,  The  . 
California  Electric  Power  Company . 
California  Electric  Power  Company . 

Commonwealth  & Southern  Corporation, 

The 

Commonwealth  & Southern  Corporation, 

The 

Commonwealth  & Southern  Corporation, 
The 

Hartford  Gas  Company,  The 
Kansas  City  Gas  Company  .... 
Kansas  City  Gas  Company  .... 
Manchester  Gas  Company  .... 
Manchester  Gas  Company  .... 
Niagara  Hudson  Power  Corporation  . 

Niagara  Hudson  Power  Corporation  . 

Niagara  Hudson  Power  Corporation  . 
Niagara  Hudson  Power  Corporation  . 

Niagara  Hudson  Power  Corporation  . 

Philadelphia  Bourse 

Philadelphia  Electric  Company  . 
Philadelphia  Electric  Company  . 

Public  Service  Corporation  of  New  Jersey 
Public  Service  Corporation  of  New  J ersey 
Wyandotte  County  Gas  Company,  The 
Wyandotte  County  Gas  Company,  The 


Bonds: 

United  Engineers  & Constructors  Inc.  . 
Total  Other  Companies 

Miscellaneous  Investments: 

Companies  in  Receivership  or  Bankruptcy: 
Stocks: 

Midland  United  Company 
Midland  Utilities  Company  . 


Class  and  Par  Value 

Shares 

Before  giving 
effect  to  the 
Supplemental 
Plan 

Adjustments 
to  give  effect 
to  the 

Supplemental 

Plan 

Pro-Forma 
giving  effect 
to  the 

Supplemental 

Plan 

Preference — No  Par 

4,080 

$177,655 

$177,655 

Common— No  Par 

63,000 

5,978,353 



5,97 8,353 

Capital — No  Par 

21,380 

873,650 



873,650 

Common — $10  Par 

21,053 

1,397,829 

— 

1,397,829 

$3  Cum.  Preferred 
$50  Par 

1,188 

91,690 

— 

91,690 

Preferred — No  Par 

64,253 

1,919,215 

— 

1,919,215 

Common — No  Par 

940,246-73/80  6,206,570 

— 

6,206,570 

Option  Warrants  for 
Common 

595,755-2/8 

2,155,541 

2,155,541 

Common— $25  Par 

18,565 

895,613 

— 

895,613 

1st  Preferred — $100  Par 

33,401.96 

3,340,196 

904,311 

— 

3,340,196 

2nd  Preferred — $100  Par 

15,527.36 

• 

904,311 

Preferred — $100  Par 

840 

84,000 

— 

84,000 

Common — $100  Par 

4,200 

275,550 

• 

275,550 

1st  Preferred  5%  Series — 
$100  Par 

40,420 

1,089,869 

1,089,869 

2nd  Preferred  5%  Series 
“A”— $100  Par 

75,437 

2,344,860 

_ 

2,344,860 

Common — $10  Par 
Class  “A”  Option  War- 
rants for  Common 

756,596 

10,812,389 



10,812,389 

283,430-2/3 

2,089,165 



2,089,165 

Class  “B”  Option  War- 
rants for  Common 

** 

176,145-2/3 

58,730 

58,730 

Common — $50  Par 

40 

2,000 

— 

2,000 

Common — No  Par 

188,635-2/3 

2,431,141 



2,431,141 

$1  Dividend  Preference 
Common — No  Par 

9,520 

122,693 

122,693 

8%  Preferred — $100  Par 

10,000 

1,000,000 

— 

1,000,000 

Common — No  Par 

79,822-11/12  2,300,235 

— 

2,300,235 

1st  Preferred — $100  Par 

1,000 

100,000 

— 

100,000 

2nd  Preferred — $100  Par 

4,000 

176,660 

— 

176,660 

Description 
4%  Debentures 

Principal 

Amount 

$360,000 

224,148 

224,148 

Class  and  Par  Value 

Shares 

$47,052,063 

$47,052,063 

Common — No  Par 
7%  “A”  Preferred— $100 

577,696 

$5,897,481 



$5,897,481 

Par 

63,000 

2,557,872 

— 

2,557,872 

Description 

Bonds: 

Consolidated  Railway  Company,  The  4%  Debentures 
New  York,  New  Haven  and  Hartford 
Railroad  Company,  The  ....  4%  Debentures 
Office  Furniture  and  Miscellaneous  Equip- 
ment   

Total  Miscellaneous  Investments  .... 

Total  Investments 


Principal 

Amount 

$1,149,000  1,086,419  — 1,086,419 

8,359,000  4,192,355  — 4,192,355 

101,038  — 101,038 

$13,835,165  — $13,835,165 

$106,974,808  $16,463,014  $90,511,794 


(a)  Distribution  of  1,162,600  shares  of  Delaware  Power  & Light  Company  common  stock  at  the  rate  of  1 /20th  share  for  each  share  of  The 
United  Gas  Improvement  Company  capital  stock,  at  investment  cost  to  The  United  Gas  Improvement  Company  of  $16,463,014, 
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EXHIBIT  2. 


THE  UNITED  GAS  IMPROVEMENT  COMPANY 


Statement  of  Estimated  Income,  Based  upon  Present  Conditions,  with  Adjustments 


Giving  Effect  to  the  Supplemental  Plan 


Annual  Basis 
before 
giving  effect 
to  the 

Supplemental 

Plan 

Adjustments 
to  give 
effect  to  the 
Supplemental 
Plan 

Pro-Forma 
giving 
effect  to  the 
Supplemental 
Plan 

Income: 

Dividends : 

Delaware  Power  & Light  Company 

Other  Dividends 

$975,000(1) 
. 1,993,023 

$975,000*(1) 

$1,993,023 

Total 

. 2,968,023 

975,000* 

1,993,023 

Interest  and  Other  Income 

233,885 

— 

233,885 

Total  Income 

3,201,908 

975,000* 

2,226,908 

Expenses: 

General  and  Administrative 

Provision  for  Taxes 

876,979 

281,323 

58,500* 

876,979  (2) 
222,823 

Total  Expenses 

1,158,302 

58,500* 

1,099,802 

Net  Operating  Income 

2,043,606 

916,500* 

1,127,106 

Other  Deductions  from  Income 

168,178 

— 

168,178 

Net  Income 

. 1,875,428 

916,500* 

958,928 

Income  Appropriated  to  Special  Reserve  Fund,  Etc.  . 

196,312 

— 

196,312 

Balance  Available  for  Capital  Stock  and  Surplus  . 

. $1,679,116 

$916,500* 

$762,616 

Income  per  share  on  Capital  Stock  Outstanding  . 

$.0722 

$.0394* 

$.0328 

Shares  Outstanding — Capital 

. 23,252,005 



23,252,005 

✓ 


* Decrease. 

(1)  Based  on  income  from  Delaware  Power  & Light  prior  to  merger,  effective  October  15,  1943. 

(2)  Does  not  reflect  economies  that  may  be  effected. 
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SECURITIES  AND  EXCHANGE  COMMISSION 
Philadelphia 


In  the  Matter  of  l 

The  United  Gas  Improvement  Company  J 

Report  of  Commission  to  Security  Holders 
Pursuant  to  Section  11  (g)  of  the  Public 
Utility  Holding  Company  Act  of  1935. 

File  No.  59-6  I 

(Public  Utility  Holding  Company  Act  of  1935)  I 


File  No.  54-65 


The  United  Gas  Improvement  Company 
and  Subsidiary  Companies 

Respondents 


To  the  Holders  of  the  Capital  Stock  of  The  United  Gas  Improvement  Company 

l 

This  report  is  addressed  to  you,  as  holders  of  the  capital  stock  of  The  United  Gas  Improvement  Company, 
(“U.G.I.”)  by  the  Securities  and  Exchange  Commission.  This  Commission  is  a Federal  Agency,  created  by 
Congress  in  1934.  The  Public  Utility  Holding  Company  Act  of  1935,  which  it  administers,  requires  it  to 
submit  a report  to  you  under  circumstances  such  as  these. 

Accompanying  this  report  are  communications  sent  you  with  respect  to  a special  meeting  of  the  stock- 
holders of  your  company  to  be  held  on  February  29,  1944.  The  material  enclosed  by  the  company  includes 
a letter  of  transmittal,  a notice  of  special  meeting,  a proxy  and  a statement  by  the  company  which  describes 
the  various  transactions  included  in  the  plan  filed  by  U.G.I.  with  the  Commission. 

This  report  briefly  summarizes  the  principal  features  of  the  plan.  A more  detailed  analysis  can  be  found 
in  the  Commission’s  Findings  and  Opinion  issued  in  this  matter  (Holding  Company  Act  Release  No.  4784), 
copies  of  which  will  be  furnished  without  charge  upon  request  to  the  Securities  and  Exchange  Commission, 
Philadelphia,  Pennsylvania. 

SUMMARY  OF  THE  PLAN 

U.G.I.  proposes  to  distribute  to  its  stockholders,  as  a partial  distribution  of  capital,  substantially  all  of 
its  holdings  of  1,162,600  shares  of  the  common  stock  of  Delaware  Power  & Light  Company  (“  Delaware  Power”) 
in  the  ratio  of  one  share  of  Delaware  Power  stock  for  each  twenty  shares  of  the  capital  stock  of  U.G.I.  No 
fractional  shares  are  to  be  issued,  but  in  lieu  thereof  U.G.I.  proposes  to  distribute  cash  based  on  the  average 
market  value  (on  a “when  distributed”  basis)  of  Delaware  Power  stock  as  traded  on  the  Philadelphia  Stock 
Exchange  for  the  period  March  27,  1944  through  March  31,  1944. 

The  distribution  is  to  be  made,  on  or  about  May  18,  1944,  to  the  stockholders  of  record  as  of  a date  to  be 
fixed  by  the  board  of  directors  of  U.G.I.  as  soon  as  practicable,  without  the  surrender  of  the  stock  certificates 
of  U.G.I.  Subject  to  appropriate  corporate  proceedings,  the  stated  capital  applicable  to  the  capital  stock 
of  U.G.I.  is  to  be  reduced  in  the  amount  of  $16,463,014,  without  changing  the  number  of  authorized  or  issued 
shares  outstanding.  Contingent  and  other  liabilities  and  obligations  of  U.G.I.  are  not  to  be  discharged  by  the 
plan,  but  the  proposed  distribution  is  to  be  made  free  and  clear  of  any  and  all  classes  and  demands  of  creditors. 

The  plan  is  to  be  declared  effective  by  the  board  of  directors  of  U.G.I.  within  90  days  after  the  entry  by 
the  Commission  of  an  order  of  approval,  but  consummation  thereof  is  contingent  upon  a favorable  vote  of  a 
majority  of  the  outstanding  shares  of  the  capital  stock  of  U.G.I. 
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FAIRNESS  OF  THE  PLAN 


The  amount  of  cash  to  be  distributed  to  those  stockholders  who  would  otherwise  be  entitled  to  fractional 
shares  is  to  be  based  on  the  average  of  the  closing  market  prices  of  the  Delaware  Power  stock  between  March  27 
and  March  31,  1944,  both  inclusive.  In  view  of  the  fact  that  about  1 ,120,600l  shares  of  Delaware  Power  com- 
mon stock  are  to  be  distributed  to  some  65,000  persons,  a large  proportion  of  whom  reside  in  the  Philadelphia 
area,  it  seems  probable  that  there  will  be  sufficient  trading  on  the  Philadelphia  Stock  Exchange  on  a “when 
distributed”  basis  to  afford  a reasonable  and  fair  basis  for  determining  the  amount  of  cash  to  be  distributed. 

The  holders  of  the  capital  stock  of  U.G.I.  are  to  become  the  direct  owners  of  substantially  all  of  U.G.I.’s 
holdings  of  the  common  stock  of  Delaware  Power.  Thus,  they  will  be  in  a position  to  participate  directly  in 
the  affairs  of  Delaware  Power  and  to  receive  dividends  on  the  securities  of  the  latter  company  undiminished 
by  the  expenses  attributable  to  the  present  interposition  of  U.G.I. 

U.G.I.  indicates  that  its  net  income  available  for  its  capital  stock  for  the  twelve  months  ending  Novem- 
ber 30,  1943,  after  giving  effect  to  the  recent  distribution  of  substantially  all  of  its  holdings  of  securities  of 
Philadelphia  Electric  Company  and  Public  Service  Corporation  of  New  Jersey,  was  approximately  $1,679,000, 
equivalent  to  earnings  of  about  per  share.  Of  this  amount,  $916,500  (about  4?5  per  share)  represents  divi- 
dends, less  income  tax  thereon,  received  by  U.G.I.  from  its  investment  in  Delaware  Power  prior  to  the  latter’s 
merger  on  October  15,  1943  with  Eastern  Shore  Public  Service  Company  of  Delaware  and  the  refinancing  in 
connection  therewith.  The  record  indicates  that  the  dividends  from  Delaware  Power  represent  a distribution 
of  about  90%  of  the  available  earnings  for  the  twelve  months’  period  preceding  the  dividend  payments. 

U.G.I.  estimates  that  consummation  of  the  plan  will  effectuate  an  annual  tax  saving  of  approximately 
$58,500.  The  extent  of  any  further  reduction  in  income  charges  which  may  occur  has  not  been  estimated. 


CONCLUSIONS 

Under  all  the  circumstances  of  this  case,  we  have  concluded  that  the  plan  is  necessary  to  effectuate  com- 
pliance with  the  provisions  of  Section  1 1 (b)  of  the  Act,  and  is  fair  and  equitable  with  respect  to  the  holders 
of  the  capital  stock  of  U.G.I.  and  all  other  persons  affected. 

By  the  Commission  (Chairman  Purcell  and  Commissioners  Healy,  Pike  and  O’Brien). 

Orval  L.  DuBois, 

Secretary. 


(Seal) 


1 U.G.I.  estimates  that  as  a result  of  the  proposal  to  pay  cash  rather  than  issue  scrip  for  fractional  shares,  about  42,000  of  its 
present  holdings  of  1,162,600  shares  will  remain  undistributed. 


26 


> 


( 


i 


c 

at 

M 

R 

SO 

in 

H 

n>  hi 

w *< 

50 

M O 
o *0 
o 

(— i M 

o r* 
> r* 
tr  jh 

o o 

C M f-* 

so  < w 

03  *-• 

s.  w r 
z 

> O rJ 
ted  SO 

U» 

t-t  SO 

c-  •< 
c- 


33S-  7 

LLWZiv 

C/Tl  The  United  Gas  Improvement  Company 

1401  Arch  Street 

A Hi  £ 0 iW 

Philadelphia,  P^L,  February  29,  1944 

To  the  Stockholders: 

The  Board  of  Directors  has  this  day  declared  effective  a Supplemental  Plan  for  the  divestment  of  certain 
securities  and  other  assets,  under  Section  11(e)  of  the  Public  Utility  Holding  Company  Act  of  1935,  approved 
on  December  28,  1943,  by  the  Securities  and  Exchange  Commission  and  by  the  Stockholders  on  February  29, 
1944,  and  the  Board  has  fixed  the  close  of  business  March  10,  1944,  as  the  record  date  for  the  determination 
of  the  Stockholders  entitled  to  receive  shares  of  Common  Stock  of  Delaware  Power  & Light  Company  under 
and  pursuant  to  the  Supplemental  Plan,  which  provides  for  distribution  of  such  shares  on  the  basis  of  1/20 
of  a share  of  the  Common  Stock  of  Delaware  Power  & Light  Company  on  account  of  each  share  of  U.G.I. 
Capital  Stock,  and  for  the  payment  of  cash  in  lieu  of  fractional  shares.  The  amount  to  be  paid  in  lieu  of  frac- 
tional shares  of  Delaware  Power  & Light  Company  Common  Stock  will  be  determined  by  using  the  average 
of  the  daily  closing  sales  price  of  such  stock  (bid  price,  if  no  sales  are  made)  on  the  Philadelphia  Stock  Exchange 
for  the  period  from  March  27,  1944  to  March  31,  1944,  both  inclusive. 

The  foregoing  distribution  will  be  made  to  U.G.I.  stockholders  as  soon  as  practical,  and  it  is  expected 
that  stock  certificates  therefor  and  checks  in  lieu  of  fractional  shares  will  be  mailed  to  stockholders  on  or  about 
May  18,  1944. 

The  Company  has  received  a ruling  dated  January  14,  1944  from  the  Office  of  the  Commissioner  of 
Internal  Revenue,  Treasury  Department,  Washington,  D.  C.,  with  respect  to  the  Federal  income  tax  status 
of  the  foregoing  distribution.  The  pertinent  parts  of  such  ruling  are  as  follows: 

“No  taxable  gains  will  be  recognized,  for  Federal  income  tax  purposes,  as  a result  of  the  receipt  of 
the  stock  of  Delaware  Power  & Light  Company  by  your  stockholders,  in  view  of  the  provisions  of  Sec- 
tion 371(c)  of  the  Internal  Revenue  Code;  however,  any  cash  received  in  lieu  of  fractional  shares  will 
constitute  a dividend  within  the  meaning  of  Section  115(a). 

In  accordance  with  the  provisions  of  Section  372(c)  of  the  Internal  Revenue  Code  and  Section 
29.372-4  of  Regulations  111,  each  stockholder’s  cost,  or  other  basis,  of  the  stock  of  The  United  Gas 
Improvement  Company  shall  be  apportioned  between  such  stock  and  the  stock  of  Delaware  Power  & 
Light  Company  received  on  the  basis  of  the  respective  fair  market  values  of  the  stocks  on  the  date  of 
distribution.” 

This  letter  is  sent  to  you  for  your  information,  and  no  action  will  be  required  on  your  part,  excepting  in 
the  special  cases  referred  to  in  the  Note  below.  Certificates  for  Delaware  Power  & Light  Company  Common 
Stock  and  checks  in  lieu  of  fractional  shares  will  be  mailed  to  the  address  to  which  dividends  usually  are  sent, 
unless  other  written  mailing  instructions  are  received  by  the  Company  prior  to  April  1,  1944.  It  is  not  neces- 
sary for  you  to  surrender  the  certificates  for  U.G.I.  stock  now  held  by  you,  as  they  represent  your  continuing 
interest  in  the  Company  and  its  remaining  assets. 

Very  truly  yours, 

THE  UNITED  GAS  IMPROVEMENT  COMPANY 

Johns  Hopkins 

Treasurer 


Note:  If  Stock  of  The  U.G.I.  Co.  is  registered  in  the  name  of  a decedent,  the  executor  or  administrator 
of  the  estate,  unless  they  have  previously  done  so,  should  immediately  file  with  the  Company  a “short  cer- 
tificate”, issued  by  the  original  Court  of  Probate,  evidencing  their  appointment;  and  if  such  grant  of  authority 
was  granted  in  any  State  or  Commonwealth  other  than  Pennsylvania,  it  must  also  be  accompanied  by  a “short 
certificate”  issued  by  the  Register  of  Wills,  Philadelphia,  Pa.,  setting  forth  that  there  has  been  filed  with  him 
the  affidavit  of  the  executor  or  administrator  that  the  decedent  was  not  indebted  to  anyone  in  the  Common- 
wealth of  Pennsylvania  and  that  the  transfer  of  stocks  owned  by  the  estate  or  collection  of  dividends  thereon 
is  not  made  for  the  purpose  of  removing  any  assets  of  the  estate  beyond  the  reach  of  creditors  in  the  Common- 
wealth of  Pennsylvania,  etc.  (in  accordance  with  requirements  of  the  Pennsylvania  Fiduciaries  Act,  Sec.  58, 
Par.  C,  as  amended). 

Unless  and  until  such  short  certificates  are  on  file  with  the  Company,  all  stock  certificates  and/or  checks 
to  be  issued  in  distribution  will  be  held  by  the  Company. 

In  addition  to  the  short  certificates  referred  to  above — No  shares  of  U.G.I.  standing  in  the  name  of  a 
decedent  or  in  trust  for  a decedent  may  be  transferred  without  a waiver  or  consent  to  transfer  from  the 
Department  of  Revenue,  Harrisburg,  Pa. 
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THE  UNITED  GAS  IMPROVEMENT  COMPANY 

NOTICE  OF  ANNUAL  MEETING 


The  Annual  Meeting  of  the  Stockholders  of  The  United  Gas  Improvement  Company  will  be  held  in  the 
Auditorium  of  The  Insurance  Company  of  North  America  Building,  1600  Arch  Street,  Philadelphia,  Pa.,  on 
Monday,  May  1,  1944,  at  12  o’clock  noon,  for  the  purposes  of  (1)  electing  a Board  of  Directors  to  serve  for 
the  ensuing  year  and  until  their  successors  are  elected  and  shall  qualify;  (2)  electing  a firm,  of  Certified  Public 
Accountants  to  examine  the  accounts  and  verify  the  financial  report  of  the  Company  for  the  year  1944; 
(3)  considering  and  acting  upon  the  amendment  of  the  charter  of  the  Company  by  changing  or  converting  the 
35,000,000  shares  of  its  authorized  Capital  Stock  without  nominal  or  par  value  into  3,500,000  shares  of  author- 
ized Capital  Stock  of  the  par  value  of  $13.50  each,  by  changing  or  converting  the  outstanding  shares  of  Capital 
Stock  of  the  Company  without  nominal  or  par  value  (not  including  shares  held  in  the  Company’s  treasury 
which  are  to  be  cancelled  and  retired)  into  shares  of  Capital  Stock  of  the  Company  of  the  par  value  of  $13.50 
each,  on  the  basis  of  the  exchange  of  each  share  of  the  outstanding  Capital  Stock  of  the  Company  for  one- 
tenth  of  a share  of  the  Capital  Stock  of  the  Company  of  the  par  value  of  $13.50  each,  provided  that  Scrip  shall 
be  issuable  in  lieu  of  fractional  shares,  and  determining  the  preemptive  rights  and  terms  and  conditions  of 
issuance  of  the  shares  of  said  Capital  Stock  of  the  par  value  of  $13.50  each;  and  (4)  transacting  such  other 
business  as  may  properly  be  brought  before  the  meeting  or  any  adjournment  or  adjournments  thereof. 

The  Board  of  Directors  has  fixed  March  1,  1944  as  the  record  date  for  the  determination  of  the  stockholders 
entitled  to  vote  at  this  meeting. 

By  Order  of  the  Board  of  Directors. 


Johns  Hopkins, 

Secretary . 

Philadelphia,  Pa.,  March  1,  1944. 


A copy  of  the  proposed  resolution  to  amend  the  charter  of  the  Company,  to  be  acted  upon  by  the  stock- 
holders at  the  annual  meeting,  appears  on  the  reverse  side. 

Proxies  for  this  meeting,  proxy  statement  and  solicitation  for  said  proxies  will  be  sent  to  stockholders  of 
record  March  1,  1944,  on  or  about  March  24,  1944. 


Resolution  to  amend  the  charter  of  The  United  Gas  Improvement  Com- 
pany, adopted  by  the  Board  of  Directors  on  February  29,  1944,  and  to  be 
acted  upon  by  the  stockholders  at  their  annual  meeting  May  1,  1944. 

Resolved,  that  the  charter  of  The  United  Gas  Improvement  Company  be  further  amended  by  changing 
or  converting  the  35,000,000  shares  of  its  authorized  Capital  Stock  without  nominal  or  par  value  into  3,500,000 
shares  of  authorized  Capital  Stock  of  the  par  value  of  $13.50  per  share  each,  and  by  changing  or  converting 
the  23,252,000  outstanding  shares  of  Capital  Stock  of  the  Company  without  nominal  or  par  value  (not  includ- 
ing the  2,424  shares  of  the  Capital  Stock  of  the  Company  without  nominal  or  par  value  now  held  in  the  treasury 
of  the  Company,  which  shall  be  cancelled  and  retired)  into  shares  of  Capital  Stock  of  the  par  value  of  $13.50 
each  on  the  basis  of  the  exchange  of  each  share  of  the  outstanding  Capital  Stock  of  the  Company  for  one-tenth 
of  a share  of  the  Capital  Stock  of  the  Company  of  the  par  value  of  $13.50  each;  provided,  that  no  fractional 
shares  shall  be  issued,  and  that,  accordingly,  the  terms  and  provisions  of  the  shares  of  the  Capital  Stock  of 
the  Company,  as  set  forth  in  its  charter  (the  present  terms  and  provisions  are  set  forth  in  Articles  of  Amend- 
ment of  The  United  Gas  Improvement  Company  dated  June  11,  1943,  and  approved  and  filed  in  the  Depart- 
ment of  State  on  June  11,  1943)  be  amended  to  read  as  follows: 

The  aggregate  number  of  shares  of  Capital  Stock  which  the  Company  shall  have  authority  to  issue 
shall  be  3,500,000  shares  of  one  class  of  Capital  Stock  of  the  par  value  of  $13.50  each,  which  shall  be 
designated  as  shares  of  Capital  Stock,  and  none  of  said  shares  of  Capital  Stock  shall  be  entitled  to  any 
preferences  and  each  share  thereof  shall  be  equal  to  every  other  share  of  said  stock  in  every  respect.  All 
issues  of  bonds,  debentures  or  other  securities  (including  shares  of  stock  of  any  class)  convertible  into  or 
exchangeable  for  stock  or  to  which  warrants  shall  be  attached  or  appertain  that  shall  confer  upon  the 
holders  the  right  to  subscribe  for  or  purchase  any  shares  of  stock  and  all  additional  issues  of  stock  of 
any  class,  may  be  issued  and  disposed  of  from  time  to  time  by  the  Board  of  Directors  of  the  Company  to 
such  persons  and  upon  such  terms  and  conditions  as  in  their  absolute  discretion  they  may  deem  advisable, 
but  in  no  event  at  less  than  the  par  value  thereof,  and  whether  or  not  such  stock  shall  be  out  of  unissued 
shares  of  the  authorized  stock  of  the  Company  or  out  of  any  authorized  increase  thereof;  provided,  how- 
ever, that  all  shares  of  Capital  Stock  to  be  issued  and  sold  originally  for  cash,  excepting  under  the  afore- 
said warrants,  shall  be  offered  first  as  a matter  of  right  to  the  shareholders  of  the  Company  pro  rata  for 
subscription  and  purchase  by  them  within  such  period  and  on  such  terms  and  conditions  as  the  Board 
of  Directors  may  determine  but  in  no  event  at  less  than  the  par  value  thereof.  And,  except  as  aforesaid, 
no  stockholders  shall  be  entitled,  as  a matter  of  right,  to  subscribe  for  or  purchase  any  such  additional 
stock,  bonds,  debentures,  other  securities  or  warrants. 

The  23,252,000  outstanding  shares  of  Capital  Stock  of  the  Company  without  nominal  or  par  value 
(not  including  the  2,424  shares  of  the  Capital  Stock  of  the  Company  without  nominal  or  par  value  now 
held  in  the  treasury  of  the  Company,  which  shall  be  cancelled  and  retired)  shall  be  changed  or  converted 
into  shares  of  Capital  Stock  of  the  par  value  of  $13.50  each  on  the  basis  of  the  exchange  of  each  share  of 
the  outstanding  Capital  Stock  of  the  Company  for  one-tenth  of  a share  of  the  Capital  Stock  of  the  Com- 
pany of  the  par  value  of  $13.50  each;  provided  that  no  fractional  shares  of  the  Capital  Stock  of  this 
Company  of  the  par  value  of  $13.50  shall  be  issued,  but  in  lieu  thereof  non-voting  Scrip  shall  be  issued 
in  bearer  form  and  exchangeable,  for  a period  of  one  (1)  year  from  September  6,  1944,  in  combination 
with  other  similar  Scrip  for  the  number  of  full  shares  represented  thereby  and  said  Scrip  to  contain  such 
provisions  with  respect  to  its  payment  and  discharge  in  cash  after  said  one  (1)  year  period  and  such  other 
terms  and  provisions  as  may  be  authorized  by  the  Board  of  Directors  of  the  Company. 


